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The Nature Of The Sequence 
Whether or not a public administrator can accomplish his 
task depends in part upon his resources. Without them he can 
do nothing. Without authority he has no right to act at all, and 
without money and people he has no capacity to act. To be 
effective he needs to understand the nature and limits of his 
authority. In many situations the administrator will also have to 
give a lot of attention to making sure that he has enough money 
and that he uses available manpower effectively. 
Authorized powers are always limited, and even when they 
are ample for the purpose, there are constraints as to how they 
can be used. It is important to know and respect these rules of 
the game if public administrators are to have the respect and 
support of the public. It is not enough to stay out of trouble. The 
administrator, to fulfill his role properly, must be fust, as well as 
effective; and he must be able to satisfy reasonable people that 
he is just and effective. This is not an easy standard where there 
are many separate organized interests, numerous sharp divisions 
of opinion among them, and a large number of people who are 
relatively weak politically, and who have little capacity to de-
fend or advance their own interests. Justice for the powerful is 
not enough. In the democratic society to which the United States 
is committed, justice must include the weak, the poor, and the 
alienated members of society as well. In the long run, the fate of 
a democratic society depends upon the administration of public 
affairs in a way that is both effective and just. 
Although not all public administrators are faced immediately, 
or directly, with the problem of funding their programs, it is a 
recurrent, almost constant, responsibility for many; and all are 
ultimately concerned. Revenue systems have been built up piece-
meal as the demands upon governments have grown and their 
functions have expanded. They are far from perfect, either in 
terms of justice or productivity. Where and how to get the 
money to go on is likely to be an increasingly serious problem 
in the foreseeable future - for local governments, for state gov-
ernments, and also for the national government. Although the 
public administrator does not make the authoritative decisions as 
to how funds will be procured, he is probably the most influen-
tial source of trustworthy advice on those decisions. It is impor-
tant that he understand funding problems and processes. 
The aphorism that we have a "government of laws and not of 
men" is a half truth which conceals the fact that even the most 
democratic and strictly constitutional government is completely 
dependent upon people for its performance - people who are 
committed to its goals, standards, and rules of the game. As was 
noted in Political Partner, there is a traditional ambivalent atti-
tude toward government in the United States. There have been 
waves of anti-government feeling, and successive generations of 
candidates for elective office protesting that government is doing 
too much. The Nation began in a struggle against British colonial-
ism, President Jackson attacked the big government of his day, and 
recently the Nixon administration exuded a lot of anti-govern-
ment rhetoric. In fact almost every President in the past century 
has taken office after promising to reduce the size of government. 
In between the waves of anti-government reaction, and after the 
elections are over, however, the tasks of government have been 
steadily increased in response to many strong pressures, and for 
very worthy purposes. In short, although we as citizens want less 
government, we want it to do more for us, and there seems to 
be no other way to get the things done that our advanced in-
dustrial society demands. 
This ambivalence and the accompanying habit of running 
down the public service in the press and news media, do not 
make it easy to build and maintain a highly competent public 
service, or to maintain the morale of that service. The spoils sys-
ii 
tern which entrenched itself so strongly in both the rhetoric and 
practice of "politics" for so long a time and which lingers in many 
places, and periodically revives, also further tends to denigrate 
the image of the public service. 
Civil service systems established in efforts to curtail the patron-
age system in simpler times have developed counter productive 
features as big government and positive programs have come into 
existence. Now the public employment scene is further com-
plicated by the spread of militant public service unionism. Even 
a generation ago, who would have expected school teachers to 
be closing down the public schools for days, weeks and months 
at a time through strikes? What does this do for the image of the 
public service? It certainly changes it. 
In these circumstances, with so many adverse factors, the task 
of the public administrator to build and maintain a competent 
and faithful body of public servants seems almost impossible. 
Yet it has to be done, and it is being done ( with varying degrees 
of success). For this role as a resource mobilizer, administrators 
need to be like the Apostles, "wise as serpents and harmless as 
doves." This sequence is designed to help ;tdministrators to move 
toward some such sophistication in dealing with the problems of 
personnel management through sometimes awkward personnel 
systems in an imperfect world. 
In short, the administrator needs to understand and be able 
to use his resources skillfully - authority, money and people. 
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Unit 1 
Administrative Authority and Law 
by 
Thomas E. Baynes, Jr. 
and 
Donald D. Barry 
Preliminary Note: The Complex Pattern of Powers 
in the United States 
Certain characteristics of governmental authority in the United 
States are basic for public administrators in understanding both 
their position in society and their legal power to act. More than 
in any other Western nation, authority is conceived as deriving 
from the people; governmental powers are defined, allocated, 
and also limited by written constitutions, which in the last anal-
ysis are interpreted by the courts. The national government and 
local governments have only those powers delegated to them 
and/or implied by the specific delegations. Only the state govern-
ments have residual authority, i.e., authority inherent in an inde-
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pendent or sovereign nation. This they have be~au.se the ti:iirte~n 
colonies, when they won independence from Bntam, acqmred lll 
international law ( and in the views of the colonists } sovereign 
powers. The 37 states admitted to the union after the adoption 
of the Constitution of the United States enjoy the same legal 
status as the original thirteen. 
The Constitution of the United States, and also state constitu-
tions, specifically limit the powers of government, national, state 
and local. The limitations are both substantive ( what can be 
done) and procedural ( how powers are to be exercised). In 
short, the powers of all governments in the United States are 
limited, and the national and local governments have only del-
egated power( s ). The national government, although possessing 
only delegated power, is supreme where it has jurisdiction. That is, 
it overrides state or local actions which may be in conflict with it. 
This complex hierarchy of national, state, and local authority 
is inherent in a federal system. But the complexity of the Amer-
ican system is enhanced by the system of constitutional delega-
tions and limitations which are interpreted by the courts. The 
courts have a more powerful position in the United States than 
in any other country, for they ( ultimately the Supreme Court of 
the United States) have the last authoritative word in interpret-
ing the grants and limitations. 
This system of government reflects a fear of governmental 
action which dates back to the colonial period. The resentment 
of what was felt to be arbitrary and unreasonable use of power 
by public officials whom the colonists did not control during 
colonial days was hardened into a fixed fear of power during 
the Revolutionary War, particularly fear of executive power. 
Although the framers of the Constitution moved to set up a 
strong central government with a strong executive, after the 
chaotic years under the Articles of Confederation (1776-1789), 
they had not lost their fear of arbitrary government. They not 
only feared unrepresentative government, but they also saw 
danger in an uncontrolled majority. The system of government 
which they designed, and which the people of the United States 
adopted in 1789, embodied a careful delegation of power to both 
national and state governments. This principle of limited powers 
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was made explicit in the 9th and 10th Amendments to the 
Constitution of the United States: ( 9) "The enumeration in the 
Constitution of certain rights, shall not be construed to deny or 
disparage others retained by the people." ( 10) "The powers not 
delegated to the United States by the Constitution, nor prohibited 
by it to the States, are reserved to the state ( s) respectively, or to 
the people." 
'What does this situation mean for administrators? It clearly 
reflects a deep-seated fear of power in the American political 
culture, particularly of arbitrary or unreasonable use of power 
by public officials. This latent fear can become salient hostility 
whenever there is or appears to be abuse of power. This skeptical 
attitude toward government ( and public officials) has not disap-
peared even though more and more functions, and necessarily 
more and more discretionary powers, have been given to public 
officials over the years with full public support. The country has 
moved steadily toward strong government with increased func-
tions, without ever losing its latent hostility to government. 
This basic ambivalence is especially significant for public ad-
ministrators because of a changing judicial philosophy. There 
was a time when judges tended to substitute their judgment for 
that of administrators in substantive matters ( and they can still 
do so). But this substantive review required the judges to con-
sider many complex matters of fact, economics, and technology, 
which were beyond their expertise. Backing off from substituting 
their judgment for that of administrators, the courts tend to 
place more emphasis upon proper administrative procedure in 
making decisions. Judicial scrutiny of procedure has increased 
as judicial review of the substance of administrative decisions 
has diminished. 
The courts have broadened the constitutional grants of power 
over the years; but they have also greatly expanded the meaning 
of the constitutional limitations of power. The due process 
clauses of the 5th and 14th amendments, and the "equal protec-
tion of the laws" clause of the 14th are the basis for an extensive 
set of standards for fair ( and lawful) procedure. The ancient 
ideal of non-arbitrary and reasonable use of power has now been 
implemented with some rather precise specifications. The ideal is 
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still vital, and the administrator can be called to account in court 
for conformance to the standards, although public administrators 
now perform all manner of tasks and deal with many kinds of 
problems not contemplated even a few years ago. 
INTRODUCTION: ADMINISTRATIVE AUTHORITY 
AND LAW 
Administrative law, the body of rules that has evolved, govern-
ing the exercise of public authority in a constitutional system 
that also gives equal protection to private rights, is relatively new 
in the United States. The rules have developed as fundamental 
ideas about authority and rights, which are embedded in Con-
stitutions ( federal and state), and have been applied to the ex-
panding administrative functions of government. These rules 
constitute one of the broadest of general legal subjects, since they 
embrace the activities of any and all governmental agencies other 
than courts and legislatures. The study of the National Environ-
mental Protection Agency may be considered an environmental 
law topic. Yet it is also within the larger field of administrative 
law. Similarly, an examination of the executive functions of city 
or county government is usually called municipal law. Yet it is 
also within the broad area of administrative law. Thus, adminis-
tive law may be seen as a broad spectrum of administrative pro-
cedures, regulations and decisions whose content relates to the 
specific agencies and departments involved. As one commentator 
has observed in regard to the procedural aspects of the field: 
I am not sure that there is an administrative process. There 
are a series of processes ... which, perhaps bear more 
resemblance to one another than to anything else, but still 
not too much to one another. Those processes vary, and they 
should vary, in accordance with the social problems and the 
practical needs which particular agencies were established 
to handle.1 
lPaul M. Herzog and Monrad G. Paulsen, ed., Legal Institutions 
Today and Tomorrow, New York, Columbia University Press, 1959, p. 169. 
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But this doesn't mean that no uniformity has been achieved in 
administrative law and procedure. On the federal level, there is 
the Administrative Procedure Act, adopted in 1946 and applic-
able to most federal executive agencies, including the inde-
pendent regulatory commissions. Many states have their own 
administrative procedure acts, administrative codes, or statutes 
contained in the general laws which regulate administrative 
action, and a number of municipalities have ordinances covering 
the activities of numerous administrative agencies. The National 
Conference of Commissioners on Uniform State Laws drafted a 
Model State Administrative Procedure Act ( Revised Version, 
1970) which a number of states have adopted in whole or in 
part. All such acts express procedures to which affected agencies 
must conform when carrying out their administrative duties. 
In addition to these legislative acts, there are the judicial 
decisions which contribute to the development of administrative 
law. As mentioned earlier, the due process and equal protection 
clauses in the Constitution, as well as other sections of that 
document, have served as the basis for decisions concerning the 
rights and powers of administrators and agencies. State consti-
tutions may also have sections which courts will apply in deter-
mining the propriety of administrative acts. Courts also interpret 
statutory language affecting administrative procedure even where 
no constitutional issue is involved. When the U.S. Supreme Court 
makes a ruling on the constitutionality of a particular administra-
tive action, especially if it is an action of a state or local body, it is 
contributing to the national uniformity of administrative law. 
We have come this far in discussing administrative authority 
without defining administrative law. Kenneth Culp Davis' cogent 
definition is satisfactory for the legal profession. 
Administrative law is the law concerning the powers and 
procedures of administrative agencies, including especially 
the law governing the judicial review of administrative 
action.2 
Administrative law, then, involves the general questions ( of 
basic importance to any administrator) of the scope and nature 
2Kenneth Culp Davis, Administrative Law: Cases- Text- Problems, 
5th ed., St. Paul, Minn., West Publishing Co., 1973, p.l. 
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of the authority the administrator possesses with regard to per-
sons affected by his actions and the tools that may be used to 
carry out his designated fu~ctions. In a general sense, it is said 
that the administrative agency affects private rights in the legal 
sphere through investigation rule-making, adjudication and a 
variety of informal actions. A; the above definition by Davis sug-
gests, all of these actions are to some degree subject to review 
by the courts as to whether they conform to the Constitution, 
federal statute or other relevant laws ( state constitution, state 
statute, local ordinance, etc. ) . 
We are concerned, however, with something that is in a sense 
both more limited and broader than administrative law so defined. 
We are concerned with ideas and ideals in the American culture 
and the political system regarding the nature and limits of gov-
ernmental authority, and how it should be exercised fairly, in 
the public interest, with due consideration for the rights of indi-
viduals. Of course these ideals are largely reflected in adminis-
trative law. But the courts cannot, and never will be able to, 
review more than a few of the decisions by administrators which 
are made every day affecting individuals authoritatively. Statis-
tically speaking administrative decisions are largely unreviewed 
by the courts, and only partially reviewed by administrative 
superiors. If government is to be accepted as just and fair and 
reasonable by the public, it depends largely on the deliberate, 
conscious, and determined efforts of administrators to make it so. 
The basic ideal of justice is older and fully as important today 
as the goal of effectiveness and competence in a democratic 
society. Public administrators are thus confronted with the age-
old ends-means dilemma. Their duty is "to get things done,» "to 
make things go," to advance their programs, and to get "results.» 
But the means employed are as important to the survival of 
democracy as the ends achieved. Administrators must maintain 
the public acceptance of government as just, and fair, and rea-
sonable if democracy is to flourish. It is probably more important 
for the public administrator to be governed by the ideal of 
justice when he cannot be called to account, than it is in those 
instances when he may be required to defend his actions in 
court. Perhaps the best guide as to what those ideals are, how-
ever, is to be found in administrative law. 
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The thoughtful administrator will note that the American 
system of delegated and limited powers puts the responsibility 
on him to make sure that he has the authority to act and also to 
use it fairly. Administrative law may seem to him to have a 
bias in favor of the individual who is resisting governmental 
action. This bias may also seem to be an obstacle in advancing 
the general public interest. It certainly makes it easier for the 
administrator in many situations to do nothing than to take 
positive action. The legal situation may thus encourage the ad-
ministrator to neglect his duty rather than to abuse his powers. 
He must respect private rights, and it is equally his duty to 
protect the public interest. When this apparent tilting of the 
legal balance toward the individual is considered, against the 
backdrop of the ambivalent public attitude toward government 
( which was considered in Political Partner), it is apparent that 
the public administrator in the United States has an exacting 
role, which is perhaps more difficult than that of any of his 
foreign counterparts. 
We will examine each of the aspects of the administrative 
process. But first we should consider the following matters: the 
participants in the administrative process, the sources of their 
authority, the methods used by participants to effectuate their 
authority, and the legal limitations to the enforcement of 
authority. 
Participants 
It would be very simple to classify the participants as regu-
lators and regulated. But administrative agencies have a much 
wider effect within society than just those persons whom they 
regulate. If a company is enjoined from polluting a stream, this 
action may not only stop pollution but may also have varying 
effects upon the workers in the factory, the community which 
hosts the factory, and the customers who purchase the com-
pany's products. Therefore, one can see that we are concerned 
with the following participants: (a) the administrative agency, 
( b) those who are regulated, ( c) those who are not regulated 
but are affected by administrative action. 
In federal and state governments, there are many departments 
and agencies which regulate the activities of many people. The 
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Internal Revenue Service and State Departments of Revenue 
probably have the greatest effect on our day-to-day existence. 
Within these agencies there are other divisions which have 
varying degrees of relations with socie ty. ,i\lhile each of us 
deals with these two agencies on at least a yearly basis, we 
rarely have any direct contact with the F ederal Trade Com-
mission or the State Dairy Laboratory. In relation to taxes, we 
are the regulated; as to consumer protection or the assurance of 
quality in milk, we are in the group seeking to be protected. 
On the other hand, when we observe the activities of local 
government, it appears that both the regulated and the pro-
~~cted are within the same group. In other words, the activ-
~ties of local government have a far greater d egree of direct 
mteraction with the community on a day-to-day basis than may 
state or federal agencies. 
Sources of Authority 
.Congress, by the Constitution, is gran ted the authority to tax, 
mmt money, and regulate commerce, etc. Through enabling 
legislation Congress has transferred the administrative authority 
to perform such functions to various agencies such as the D e-
partment of Justice, the Internal Revenue Service, the Bureau 
of Engraving and Printing of the Department of the Treasury, 
the Interstate Commerce Commission, and others. These agen-
cies, by Congressional enactm ent, arc authorized to bring about 
objectives set forth by the Constitution. State Constitutio~s may 
and do create administrative agencies, or give the legislature 
certain administrative func tions which the legislature may trans-
f k. 1 . the ability of a er to agencies . Genera lly spea mg, 1oweve1, ' . . 
. cl t . fer administrative 
state legislature to create agencies an rans ' f 
. . 11 d loped than that o authority to the agencies, 1s less we eve 
Congress. The President of the United States and state gover-
. . cl t· f ,wthority to create nors have vary ing but Jim1te amoun s o , 
agencies and transfer to them executive authority. 
Local governments are either created by acts of the state 
legislature or are incorporated under general laws perta ining to 
classes of cities. County governments, in most states, are estab-
lished by state constitutions. The authority of local government 
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is set forth in the city charter, specifically granted by the legis-
lature or through general laws pertaining to municipalities. 
Municipal authority is also expanded by other special legislation, 
and Home Rule Enabling Acts. County government authority, 
although established by the state constitution, may also be aug-
mented by state law. Of course, the creation of agencies and the 
extent to which they are granted authority differs from state to 
state. 
Generally, the higher the source of authority the less likely 
one is to find specific delineations of the scope of that authority. 
The United States Constitution says nothing about how money 
is to be minted or about the establishment of the Interstate Com-
merce Commission. The Interstate Commerce Act does not 
describe every activity or project of the Commission or how the 
Commission shall on a day-to-day basis effectuate Congressional 
intent. As we come down the ladder of legislative authority and 
agency regulations, one finds the sources of authority becoming 
more specific as to the scope of authority. The same is true for 
local governments. The city charter may grant the mayor 
or the city council the authority to control domestic animals, 
yet none of us expects to see the mayor running around with a 
net trying to catch a stray dog. Authority is delegated to an 
agency - the authority to control domestic animals. Implicit and 
explicit grants of authority will allow the agency to operate a 
dog pound, impound dogs and cats, sell licenses, etc. 
Later we shall discuss unauthorized delegation of authority; 
for example, where an agency is granted or grants authority 
improperly. Here the discussion is limited to the spectrum of 
sources of authority. In general, we may conclude that agencies 
receive their authority from legislative sources. Further, we 
should note, some agencies have quasi-legislative functions which 
permit them to establish certain rules and regulations to imple-
ment that authority. Local government would fall within this 
same pattern. 
Enforcement of Authority 
In this section we are concerned with the quasi-judicial func-
tions of administrative agencies. It is important to recognize that 
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not all agencies have quasi-judicial functions. This does not 
mean that enforcement is not possible; rather, the law does not 
provide such agencies with a particular judicial-type mechanism 
to bring about compliance with agency regulations. The Federal 
Communications Commission, the National Labor Relations 
Board and the Interstate Commerce Commission all are quasi-
judicial bodies which arbitrate conflicts between parties subject to 
their jurisdiction, or between themselves and the participants they 
regulate. These quasi-judicial agencies normally have the au-
thority to investigate, prosecute and judicially determine whether 
the regulated participant has violated the law or agency regula-
tions. This is a broader range of activity than is undertaken by 
the judiciary in this country, which does not have the authority 
to investigate and prosecute. These activities are within the 
authority of the police and district attorney. Therefore, one can 
see the wide scope of regulatory authority which is exercised by 
many administrative agencies. 
Agencies without quasi-judicial boards or commissions may 
utilize hearing officers, who perform a role not inconsistent with 
that of a board, or, for that matter, a judge. Even agencies 
which have quasi-judicial boards may use hearing officers to 
take extensive evidence and prepare the factual record. By so 
doing, the board can dispose of more cases in an expeditious 
manner. In agencies without boards, the hearing officer takes 
more of an investigatory case-screening role. After receiving the 
hearing officer's report, an agency is in a better position to make 
a decision. In agencies with boards, the hearing officer role is 
more judicial and acts somewhat like a preliminary judge, deter-
mining some basic, yet important, issues. 
Some agencies have authority to issue lega1ly binding orders, 
without applying to a court for enforcement. Such orders are 
binding unless successfully contested in court and set aside by a 
court order. In earlier years ( generally speaking, before World 
War II), courts were more inclined to substitute their judgment 
for that of administrators than they are today. Now they gen-
erally limit themselves to insisting on what they regard as fair 
procedure in arriving at administrative decisions: a hearing, a 
record, consideration of the evidence and record by the decision-
makers, and absence of arbitrariness in the proceedings and 
10 
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decisions. The emphasis of court review has shifted from the 
substance of discretion to procedure, in which boards or com-
missions, and hearing examiners proceeding judicially, figure 
importantly. Agencies without authority to issue binding orders 
are forced to seek formal judicial remedies to bring about actions 
which are in accordance with their regulations or law. At this 
point, we should recognize other possible avenues of enforce-
ment: agencies with summary authority and agencies with ap-
pellate authority. 
An agency's use of summary authority, i.e., its ability to enforce 
its regulations without first proceeding through some fact-finding 
process, is limited. Agencies like the Food and Drug Administra-
tion or the Federal Trade Commission, may, under certain 
circumstances, remove products from the marketplace without 
seeking a judicial or quasi-judicial determination that the pro-
duct is dangerous. This authority to summarily enforce regula-
tions is based on public policy considerations, i.e., it is more 
important to protect the public from possible health hazards than 
to protect the manufacturer's profits. These instances of sum-
mary enforcement are usually limited to matters which directly 
concern public health and safety. Because of the enlargement of 
the scope of the due process clause of the Constitution of the 
United States, the administrative agency's summary enforcement 
powers have been limited to a considerable extent. Some admin-
istrative bodies have only appellate authority. Such an agency 
does not administer any programs, laws or regulations, but in 
effect hears appeals concerning the exercise of authority by other 
administrative agencies or departments. The Federal Coal Mine 
Safety Board of Review's primary function is to hear appeals by 
mine owners who are objecting to safety citations made by the 
Bureau of Mines. In many states there are agencies which hear 
only appeals from government employees seeking to challenge 
disciplinary actions placed upon the employee by his de-
partment. 
Agencies which have only appellate authority are in a position 
of enforcing other agencies' authority. This type of administrative 
activity is uncommon. Most administrative agencies either have 
power to act through their own quasi-judicial boards, or they 
must ask the courts to enforce the agency's decisions. 
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Limitations on Administrative Authority 
The Constitution of the United States and Sta te Con stitutions, 
while b eing the ultimate source of agency au th o rity, a lso act _to 
establish enforcement limits. Sta te Con stitution s in m an y in-
stances sp ecify administra tive authority and simulta neously se t 
the p aram et ers of agency au th ority. If a Sta te Cons titution sets 
forth the authority of th e Board of Correction s a nd the Board 
of Parole, then each b oard's authority rela tive to prison inma tes 
m ay be limited b y the other boa rd's grant of a u th ority. 
The Constitution, statute , charter or ordinan c e cr eating the 
agency defines the authority of the agen cy and ther ein limits 
the _ agency's authority. An agency h as only as much authority 
as is granted to it b y law . O ne sh ould b e mindful tha t sta tutes 
and other legisl a tion d o n ot d efine all a uthori ty of an agency . 
Therefore, imp lied delegation of authority must b e considered . 
Implied authority is generally d efined as authority which must 
be assumed to h ave b een granted to the agency b y the legisla-
ture for the p urpose of en abling the agen cy to carry out its 
expressly d elegated a uthority. 
Admittedly, an a gency's inability to enforce its ow n regulations 
limits its authority. Initially, m any sta te e nvironmental prote c-
tion agencies found them selves with the authority to set s tandards 
but with no authority to e nforce the m , except possibly through 
the courts. Recently, we h ave seen several a gencie s d esign ed to 
effectuate wage aud price c ontrols yet with n o authority to r e~-
11fatc economic rictivilies or c nf o rcc :my a gency s tanda~·d s. It 1s 
I . .1 nly an information func-to Je noted thnt certain ngc1H.:1cs 1avc O . f t · for 
. I ·crne<l w ith en orccm en , 
tion and, Ll1crcforc , arc Jrtl c cone B of Labor Statistics 
example, the W e a the r B ureau 
or the ureau • 
fall into this cat egor y · . 1 . w hich limits the author-· r, leg1s a tion d There is, of course, sp e c i 1c T l Administrative Proce urc 
1ty 0 £ a n admin ist rat ive a gency. ?e 1946 and since then many 
Ac t (APA) was p a ssed b y Con~ress. in Tl ' ·F ederal Administra-
.1 · ·1 . 1c.-,1s\at1on . 1e 
t. l a t n , lmv · •nac,1.c u si mi a 1 '"' ' • D eal criod of social legis-
t ivo 1-'rot:c dure A.ct fo llowed the New P f . f 
f C g ·css and the unctions o 1:.i.Lio u, i II w\ ,ie h lhc powers o on I . • . 
\ h t: fodc m 1 govern me nt were extended . There w ere ob1ections m 
some q u arters b oth to the su b stan ce of the new m easures and to 
the ways in which the pow ers w ere b eing exerc ised. W h en the 
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legitimacy of the substantive programs was ultimately affirmed 
by the courts, criticism shifted to and concentrated upon admin-
istrative procedure. The inference that there were mixed motives 
among those favoring the APA is thus not unwarranted. The Act 
was not viewed at the time as purely a procedural reform by 
those who feared that it might hamstring administrators in the 
prompt and vigorous execution of their programs. President 
Truman vetoed the first bill which Congress passed, but signed 
the revised measure a year later. The Act has had the effect of 
formalizing administrative procedures, and making them more 
elaborate and court-like. But it has not crippled the government, 
as some feared, and it has given protection to the rights of those 
subject to administrative action. 
The APA's provisions are extensive and cut across a wide spec-
trum of administrative activity, but a number of agency activities 
are not regulated by the Act. Similarly, under the state admin-
istrative procedure acts, many agencies are exempted from their 
operation ( see the text of the federal Administrative Procedure 
Act in Gellhorn, Administrative Law and Process, Appendix, 
p. 275). 
While the Administrative Procedure Act as originally adopted 
required public dissemination of agency regulations, procedures, 
and some agency internal information, more extensive information 
provisions have since been enacted. The "Freedom of Informa-
tion Act" was adopted by Congress in 1966 and made part of 
the APA. It requires, among other things, that "each agency, on 
request for identifiable records ... shall make the records 
promptly available to any person." If an agency refuses to pro-
duce requested records, a suit may be filed in federal court with 
the burden on the agency to show why the information should 
not be released. The Act does not apply to certain categories of 
information, including information classified by the Executive "in 
the interest of national defense and foreign policy." In 1975 
further amendments to the Freedom of Information Act became 
effective which enhanced the citizen's right to information from 
federal agencies. 
Several states have also adopted freedom of information acts. 
Perhaps more well known on the state level are "Government in 
the Sunshine" laws, which have provided for public attendance 
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at administrative ( and, in some cases, legislative) decision-mak-
ing sessions. In Florida, which appears to have enacted the first 
sunshine law, a significant impact upon administrative action is 
evident. The decision-making process of both state and local 
government, including administrative agencies, is required to 
be open to the public. The failure of an agency to conduct its 
decision-making processes in the "sunshine" may render an 
agency's action unlawful and expose its officials to criminal 
liability. 
Administrative authority is limited in other ways as well. 
Ombudsmen, consumer advocates, such special interest grou 
as employee unions, environmental protection organizations ~s 
professional associations may aff~ct !he_ agencfs ability to e~er~ 
cise its authority.· Most of these mstltubons are of recent Ori . 
h d .. tr ti gin, or paid little attention tot ea mm1s a ve process until recent} 
They constitute another factor in th~ ~dmi~istrator' s efforts ~ 
cope with evolving principles of admm1strat1ve law. 
One must also recognize that in addition to legal constra · t 
h d . ms different interest groups mar ~ve 1ver~ent ideas as to the bes; 
way for an agency to exercise its authonty. The impact of the 
· t Ad · se ideas may also constitute constram s. mmistrators charged 
with protecting the environment have to deal not only with th 
polluter's ideas as to what is best for the environment, but Wit~ 
those of the reformer and ecologist as well. These views may b 
·1 e very difficult to reconc1 e. 
THE ADMINISTRATIVE PROCESS 
Having sketched the general nature of administrative auth . 
as it is established and also limited by law, it is time to ~ni 
more closely at several important aspects of the administra~o 
process. Because of the limited scope of a curriculum staterne:: 
it is not the objective to illustrate every aspect of the adminis~ 
trative process but rather to give the reader an overview of th 
more important issues associated with th~ subject. The followin: 
topics will be considered: I ) the delegation of legislative power; 
2) acquiring information: investigatory power; 3) the rule-mak-
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ing process; 4) the right to a hearing and the hearing process; 
5) the informal process and administrative discretion; 6) judicia] 
review and judicial sanctions against administrative action. 
The Delegation of Legislative Power 
A basic principle of early American law was the "non-delega-
tion doctrine," the view that a legislative body may not delegate 
any of its power to an administrative agency. While paying lip 
service to the doctrine, courts mostly approved delegation in the 
federal government. In modern times courts have rarely thought 
to question ~ongressional power to delegate. In fact, only two 
delegations of power from Congress to governmental authorities 
have been overturned by the Supreme Court in modern times, 
both during the early New Deal years of 1935 and 1936. State 
courts, however, have been far less generous in recognizing the 
power of the state legislature to delegate its legislative function. 
Once the idea of delegation of power by legislatures is ac-
cepted, the question arises as to the conditions under which the 
delegation should take place. One of the tests used to determine 
the validity of delegation is the so-called standards test; has the 
legislative body delegated functions to the agency under a rea-
sonably intelligible set of guidelines or standards? 
Professor Kenneth C. Davis, one of the current authorities on 
administrative law, has suggested that the courts have become 
more interested in the legislature's providing safeguards to pre-
vent arbitrary administrative action rather than in specifying 
standards. Davis does not see this as the whole answer, however, 
and he has supported the initiatives of some courts in requiring 
administrative agencies to provide written standards for their 
actions in the absence of clear legislative standards.3 This pro-
cedure may become the wave of the future in the delegation 
field, placing further burdens on administrators to spell out the 
nature and scope of their functions and authority. 
While federal courts have rarely considered the standards test, 
much less overturned Congressional delegation of authority, state 
courts have traditionally been far less liberal in their recognition 
3Kenneth Culp Davis, Discretionary Justice: a Preliminary Inquiry, 
Urbana, Ill., University of Illinois Press, 1971, p.58. 
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of the power of state legislatures to delegate their authority. 
Accordingly, state courts have been less reluctant to overturn 
delegation for lack of standards than have fed eral courts. 
Investigatory Powers 
Most federal legislative grants of au thori ty to regula tory 
~gencies also confer upon those agencies the power to com pile 
mformation and to make inquiries or investigations concerning 
spec(£c subject matter within their jurisdiction. Prior to the 
1940 s, most investigatory powers were so strictly inte rpre ted as 
to be significantly curtailed. Later, both fed eral and state courts 
sought to enforce these agency powers in order to insure regula -
tory agency efficiency. Generally, the jud icial change of position 
seems to have been brought about b y the realization that regul a-
tory agencies must have significant inves tiga tory power in order 
to fulfill Congressional intent. 
Three particular issues are associated with an agency's use of 
its investigatory powers : (a) The relevancy of the inq uiry; ( b ) 
the constitutiona li ty of the investigation; ( c) the necessity for a 
suhpocna. 
Relevancy 
l t inquiry into corporate Historically any general regu a ory. ·c1 Id be 
' 1 . h ys1cal ev1 ence cou records, d ocuments, and ot. 1e1 P . ex edi tion. Such activ-
challenged as an administrative fislung . pl I t t ngraft 
. . th rts as t 1ey soug 1 o e 1ties were disapproved of b y e cou ' . " 1 Id · d' · . · t· e actions· t 1e courts cou JU 1cial concepts upon adm1mstra iv " ' I " 
not go fishing, and so it followed neither ~0~1ld ~nyone e se; 
More recently, courts have allowed adm1111strative ag~n ~y s 
brnader la ti tude in this area, even to the extent of perm1ttrng 
an agency to seek in fo rmation to determine whether or not an 
individual is subject to agency regulations. 
Cons titutionality 
Notwithstanding the relevancy of the inquiry, any investigation 
may fall outside constitutional limits. H ere the concern is fo cused 
upon whether or not the particula r investiga tion viola tes the 4th 
Amendment's prohibition of unlawful searches and seizures and 
the 5th Amendment's righ t to avoid individual self incrimination. 
16 
The latter constitutional guaranty - the right to remain silent -
continues to provide significant protection to the individual who 
is being investigated. Statutes and court decisions have made it 
clear, however, that this particular guaranty may not apply to 
corporate documents, or other records of groups and associations. 
Thus, while the individual cannot be compelled to speak against 
his own interests, the agency may obtain the documentary proof 
without violating the individual's 5th Amendment right. This is 
especially true where documents and records are required to be 
maintained by law. Further, some statutes provide for immunity 
from prosecution for persons, and then compel testimony. 
Subpoena and Warrants 
When an agency seeks to obtain physical evidence, such as 
documents or records, by use of subpoena power, the legal 
controversies over its use involve the question of whether the 
power or the exercise of the subpoena power contravenes the 
4th Amendment prohibition against unreasonable searches and 
seizures. The 5th Amendment's guaranty against self incrimina-
tion, as noted above, may also be at issue. 
Earlier in this century, the Supreme Court ruled that the 4th 
Amendment prohibited agency "fishing expeditions." Subpoenas 
were required to be narrowly and precisely dra,vn. More re-
cently, decisions have enlarged the scope of agency investigation 
by permitting the use of subpoenas of broader coverage. While 
the trend has been towards expanding the investigatory abilities 
of regulatory agencies, it cannot be suggested that the courts 
have removed 4th Amendment considerations from agency 
investigatory actions, especially where an agency seeks to search 
premises. Earlier decisions suggested warrantless inspections 
carried on under reasonable conditions and with a reasonable 
belief that a violation existed were constitutionally permitted. 
Later decisions suggest that regulatory agencies must obtain a 
warrant from a court based on "probable cause " that is a rea-
sonable presumption that some breach of the law exists. The 
Supreme Court in 1967 indicated that in situations such as l10us-
ing inspections in deteriorating neighborhoods, "area-wide prob-
able cause" might be found. Moreover, businesses licensed by 
the government may be inspected without the necessity of a 
warrant. There can be other exceptions. 
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The Rule-Making Process 
The two major formal processes of administrative agencies are 
rule-making and adjudication. What is the difference? Suprerne 
Court Justice Oliver Wendell Holmes, Jr. believed the rule re-
lated to future patterns of conduct, while a decision based on 
adjudication involved judgments based on present and past facts 
under laws or regulations already in existence.4 Other observers 
have noted a further distinction: a rule is a "determination of 
general applicability," which is aimed at "unspecified persons 
or situations," while a decision based on adjudication "applies to 
specific individuals or situations."5 These two differences relat-
ing to matters of timing and applicability, distinguish b~tween 
rule-making and adjudication in the great majority of cases. In 
some specialized areas, however, further analysis is needed to 
make the distinction. 
A momenfs reflection will suggest to the reader that the dis-
tinction between rule-making and adjudication discussed above 
is somewhat akin to the differences between what legislatures do 
on the one hand and what courts do on the other. Many admin-
istrative agencies possess both these quasi-legislative and quasi-
judicial functions, and the rules surrounding the exercise of these 
functions constitute a great portion of the content of administra-
tive law. 
Why is the distinction between rule-making and adjudication 
important? Besides the most obvious reason, that essentially dif-
ferent functions are performed in the two processes, generally 
speaking it can be said that the adjudicatory process is sur-
rounded by more procedural protections. to the persons affected 
because they are specific, named individuals. For instance, a 
rule-making hearing might proceed without providing the op-
portunity for oral participation by all int~rested parties because 
of the general applicability of the rules bemg made. But to deny 
oral participation to a principal in an adjudicatory hearing would 
be to deny that person due process of law. 
4Paraphrasing Justice Holmes' opinion in Prentis v. Atlantic Coast 
Line Company, 211 U.S. 210, 1908. 
5Bemard Schwartz, An Introduction to American Administrative Law, 
2d ed. Dobbs Ferry, N.Y., Oceana, 1962, p.108. 
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However, it should be noted that not all rule-making proceed-
ings can exclude oral testimony from interested persons. This 
matter turns on the agency's enabling legislation and what it 
provides concerning participation in rule-making. The admin-
istrator needs to understand clearly the statutory provisions 
regarding the hearing process in his agency. 
We have already noted that legislation often only sets forth 
general statements and objectives, giving the administrative 
agency the authority to make specific regulations and rules to 
bring about legislative objectives. The federal Administrative 
Procedure Act provides some guidance as to the proper pro-
cedure to follow when rules are to be made: "General notice of 
proposed rule-making shall be published ... After notice ... the 
agency shall give interested persons an opportunity to participate 
in rule-making through submission of written data . . . with or 
without opportunity for oral presentation." Note the three rel-
evant elements here: the requirement of notice and of a hearing, 
the opportunity to submit written statements, and the possibility 
( depending on the agency's rules or the controlling statute) of 
oral participation. 
There are three general categories of rules: (a) legislative 
rules - those formulated by the agency pursuant to the expressed 
or implied authority granted by the legislature; ( b) interpretive 
rules - these rules interpret the legislative intent found in the 
initial statutory grant of administrative authority. They normally 
set forth the administrative policy as conceived to be within the 
legislative intent; ( c) procedural rules - generally, these rules 
govern the internal operations of the agency and its relationships 
with outside groups. Historically, legislative and procedural rules 
have been immune from judicial interference, as distinguished 
from interpretative rules, because their foundation is based on 
specific grants of authority. 
Rule-making, an extensive activity by most agencies, can come 
under a variety of attacks: The failure of the agency to follow its 
own rules relative to rule-making; the failure to follow proce-
dures set forth in the enabling legislation, and the failure to 
follow the requirements of legislation such as the Administrative 
Procedure Act or sunshine laws, etc. Lastly, the agency's rule-
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making activities may be challenged as unconstitutional, i.e., that 
they deny equal protection of the laws or due process of law. 
In that the process of rule-making may take on the procedural 
trappings of adjudication, there has been an extensive body of 
judicial decisions which suggest that constitutional due process 
may require affected parties to have a hearing relative to their 
interests and rights. These requirements relative to constitutional 
due process may become more exacting in states where state iaw 
requires that a hearing be held by all agencies when in the 
process of developing rules and regulations. Therefore, statutory 
due process may require not a simple hearing but an extensive 
formal process providing all constitutional safeguards. 
The Right to a Hearing and the Hearing Process 
As just noted, rule-making may resemble adjudication in the 
procedural requirements which are built into the process. But 
generally speaking, when we talk about "the right to a hearing" 
we have in mind an adjudicatory hearing, a quasi-judicial as 
opposed to quasi-legislative proceeding. The types of hearings 
in this category that one could mention are nearly endless: pro-
ceedings to receive a license of some kind or to be awarded a tele-
vision channel by the FCC, or renewal or revocation of such 
licenses; hearings over the firing, disciplining or suspension of 
a governmental employee; conferences involving one's pension 
or tax problems; discussions with school officials about the sus-
pension or expulsion of one's child from school; zoning, etc. The 
two questions that are raised with regard to hearings of this 
kind are: who has a right to a hearing, and what rules will apply 
in the hearing itself? 
Both of these questions may be answered on the basis of the 
relevant statutes. But constitutional provisions ( both federal and 
state) may come into play, too. Regarding the federal Constitu-
tion, both the Fifth and the Fourteenth Amendments guarantee 
to all persons due process of law, and the equal protection of the 
laws. All of these provisions have great relevance when questions 
involving the right to a hearing or the hearing process arise. 
In general it can be said that where governmental action 
threatens or results in serious harm to an individual or organiza-
tion, that party has a right to be heard regarding the action taken 
or contemplated. This generalization should not be interpreted 
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too literally, however, since there are exceptions. For instance, 
if the administrative action being taken is a change in general 
policy which, however, happens to affect but a small number 
of individuals, the court may still deny these individuals a hear-
ing. The general policy involves a matter of "legislative facts" 
rather than "adjudicative facts," as some administrative lawyers 
would put it, and, therefore, no hearing is required. Although 
there are exceptions, the generalization about the right to a 
hearing made above basically holds true. 
Another important question involves the timing of a hearing: 
must it be before the administrative action in question is con-
summated, or is it reasonable for a hearing to be given afterward? 
Generally, the hearing must come before the action is "irrevoca-
bly fixed." In earlier years some court decisions sanctioned the 
post hearing ( or no hearing at all) where the issue involved was 
not a right but a privilege ( at that time, welfare benefits, parole, 
government employment, etc.). While it would not be fair to say 
that the right-privilege distinction is dead, it is certainly in de-
cline. In recent years court rulings have required hearings before 
government action in areas formerly considered to be in the 
privilege category. 
Where the need is great, the government can, of course, move 
with dispatch and take at least temporary action without waiting 
for a hearing. Such action, sometimes referred to as the use of 
"summary powers," was mentioned earlier. It is generally im-
plemented to prevent imminent danger, as in the seizure of al-
legedly contaminated food or other dangerous substances or in 
moving to stop the spread of a dangerous contagious disease. 
Many of the leading cases involving the use of summary powers 
occurred before the enhanced emphasis in recent years on guar-
anteeing due process to private parties. However, it is suggested 
a post hearing would be required. For instance, it would be 
reasonable to grant a hearing after the seizure of the contaminated 
food, before it was destroyed as a nuisance. 
Finally, regarding the procedural rules under which hearings 
take place, the most sensible thing to say is that hearings can 
range from extremely informal to very formal, depending upon 
the circumstances, the prevailing law, and the interpretation of 
due process. Some hearings amount to little more than informal 
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conversations between private party and the official. At the other 
extreme is the highly formal hearing which approaches a court 
proceeding. This type is often referred to as a "trial-type hearing" 
or "full hearing" the latter term often being found in the statutes. 
Disputes between administrative agencies and private parties 
that reach the courts sometimes involve questions of hearing pro-
cedure, e.g., whether the party has a right to counsel in the hear-
ing; the right to confront and cross-examine adverse witnesses 
and present witnesses in his own behalf; what the rules regarding 
evidence will be; whether a third party has a right to "intervene" 
in the proceedings, etc. Again, the relevant statute and court 
provisions are the first places to look for guidance on these 
matters. Because of the great number of administrative agencies 
and the wide range of formality in hearings, it is difficult to 
generalize as to trends regarding hearing requirements. Two 
conclusions might be suggested, however. First, it appears that 
courts are increasingly insisting on hearings, however informal. 
And second, where a hearing is required, minimal rights of con-
frontation, cross-examination, and the option of retaining an 
attorney are being considered as guaranteed rights. This area 
too, is one in which further development can be expected. ' 
Finally, the question should be raised as to whether ad t . 
. d' d' h . b d e erm1-nation in an a JU 1catory earmg can e consi ered the g I 
. . enera policy of the agency. The answer to this question is yes b 
conditional yes. The policy of an agency can be devel~p ~t. a 
quasi-judicial hearings, but it can also be set out in rules ad:pt;~ 
via the rule-making process. That part of overall agency polic , 
which is made up of a series of narrow rulings in specific ) 
. cases is considered acceptable. It IS the matter of an agency ado t' 
general policy in the context of adjudicatory proceedings tr in_g 
. d S I d . . h at Is quest10ne . evera court ecis10ns ave suggested that th 
ferred mode of general policv-making should be rule makI' e pyre-
. · · · ng. et 
some agencies, most notablv the NLRB, have not taken th h' 
. • e mt. 
and have contmue<l to develop general policv throug. h 'ld' a· 
• • • • c Ju Ica-
ti~n. A m,~Jon~y of the Supreme Court expressed disappTOval of 
this practice m 1969, although the court did not strike down 
the NLRB decision ( NLRB vs. Wyman Gordon Co., 394 U.S. 
759, 89 S. Ct. 1426, 22 L.Ed. 2d. 709, 1969). What this means for 
thl' future remains to he seen. 
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The Informal Process and Administrative Discretion 
These two concepts are related but are not identical. The 
informal process refers to the wide range of administrative ac-
tions that take place ouside of the fo1'mal areas of administrative 
activity ( e.g., rule-making, adjudicatory hearings). Such action 
might include an administrator discussing a person's problem 
with the government ( concerning a pension, for instance) and 
giving advice, bank supervision by governmental authorities, 
administering driver's tests or drug inspections, accepting and 
processing applications, etc. Again, the list is endless. Such ac-
tions have legal consequences, although they are not so com-
monly reviewed by courts as are formal administrative actions. 
The following is an example of how informal action could have 
legal consequences. Suppose a person received advice or an 
opinion from a responsible governmental official. The individual 
relying on his advice or opinion changes his position. If the 
government goes counter to this advice or opinion, should it be 
estopped from damaging the person who relied on this advice 
and now has changed his position to his detriment? The Doctrine 
of Equitable estoppel has been used by the courts for centuries 
to prevent certain injustices where persons have relied on state-
ments or promises of other individuals. Originally, inapplicable 
to governmental action ( meaning that the agency could not be 
bound by agency employee's erroneous advice or conceptions of 
regulations) it is clear that a retreat from this position has been 
taking place in recent years. Generally, this trend is more evident 
in the decisions of state courts regarding state and local govern-
ment action than in the decisions of the U.S. Courts affecting 
federal agencies. 
The exercise of discretion may take place in the context of the 
informal administrative process, but administrative discretion 
may also be treated as a somewhat distinct subject. Professor 
Davis' book, Discretionary Justice, is largely devoted to sketching 
and delineating the enormous discretionary power that some ad-
ministrators have. In his analysis, he expands somewhat the 
traditional concept of the category of administrator by including 
such officials as the police and prosecutors. The following are 
several examples of administrative discretion. 
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We all dislike the idea of being given a traffic ticket. It is 
worse yet when we are singled out of. a. sc.ore of other speeding 
cars by a police officer. If the speed hm1t 1s 40, should the indi-
vidual officer give a ticket to everyone who drives 41 or over, or 
should he exercise discretion : the discretion being to stop only 
you, or no one, or only those driving 50 mph or more? 
Similar discretion can be seen in agency's action to prosecute 
or not. All of us have read about the Internal Revenue Service's 
discretionary prosecutory function for tax fraud. This prosecution 
usually takes place around tax time ( April 15th) and it is usually 
brought against prominent citizens: doctors, congressmen, law-
yers, governors, etc. "The power to prosecute or withhold pro-
secution is frequently the power to coerce substantive action."6 
Somewhat similar to the functions of the policemen is the 
agency which seeks to regulate only a cert~in. act~vity within its 
administrative authority. Here the agency is smglmg out certain 
I organizations to be regulated and at the same time 
peo~ e orh f their responsibilities under the law. Discre-
freemg ot ers rom . . . h . 
. f . ture in adm1mstrative aut onty. It permeates 
tion is the ma1or ea I I I ' 
f 
d inistrative aw. t must a ways be reckoned 
every segment o a m . . king. 
. b . for decision ma 
with as a as1s . Davis is alarmed by the existence of 
In Discretionary f ~shtic.e, ·usceptible to abuse and which h 
. whic is s d H ' e 
wide discretwn, . frequently abuse . e concludes by 
suggests, is in fact no~ 1.n and checking such discretion. It is 
proposing ways of con ~ing f broad scope, which makes the 
h . f discretion o h' . . . t e existence o k factor in ac 1evmg Justice as well as 
public administrator the er . tration. But the question inevitably 
effectiveness in public ad~~IllS r limit the exercise of discretion 
arises: Will efforts to gut e O they prevent? 
be more costly than the abuses 
d Constraints 
Circumstantial Influences an of constitutional government 
A basic ideal in the whole systedm . nd in which it has been th~ 
hi h th U ·t d St ·oneere , 41 w c e m e ates P1 ly those powers authorized 
leader is that bl' ffi 1·als have on 
, pu 1c o c . . s and constitutionally pre-
by the people through const1tutIOn 1. . h · d 'b d Th are either exp 1c1tly aut onze 
sen e processes. ese powers . . . 
or they are implied by the explicit authonzahons. Expenenced 
6Davis, Administrative Law: ... , p.72. 
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public administrators who trouble to think about it, recognize, 
however, that their powers, in fact, are affected by circumstances 
- both positively and negatively. Their apparent or formal and 
official authorizations are both expanded and contracted by cir-
cumstances. There are some things which, although authorized, 
they cannot do for lack of money, manpower, or organizational 
consensus that should be done. Or they may not dare to act in a 
particular way, although authorized to do so, because of what 
they believe would be a formidably unfavorable public reaction. 
There are also circumstances in which public officials can achieve 
authorized ends by reason of powers or capacities to act ( or not 
act) which are not clearly part of the authorization. 
Public administrators sometimes act in a way denied by statute 
to accomplish a public purpose when the circumstances seem to 
justify the use of other powers for that purpose. An example is the 
action frequently taken following a strike, to re-employ strikers 
although an anti-strike law directs their dismissal. The benefit 
to the public of restoring services in these circumstances is felt 
to justify ignoring the required sanctions. The anti-strike law 
could be written in such a way as to make it very difficult to put 
strikers back on the payroll. But if it is not so written, the power 
to hire is used to negate the duty to fire. Other examples of cir-
cumstantial influences come to mind. The release by the SEC of 
information unfavorable to a proposed corporate stock issue may 
be enough to stop the issue without refusal or suspension of a 
registration statement ( required for selling in interstate com-
merce). Delay in issuing to a foreign corporation a license to 
operate in a particular state is in effect a denial, especially if the 
delay is prolonged. It may prevent the foreign corporation from 
entering the state to do business, even though if taken to court, 
the administrator could be compelled to issue the license. Here, 
the necessity to litigate is a sanction; it gives the power in fact 
to deny a license, which the administrator is required to issue 
under the law. A city manager may use the duty placed upon 
him by the charter to see that city ordinances are enforced, and 
the authority implied by that duty, to enforce an ordinance which 
lacks specific sanctions. 
The effects of circumstantial influences and collateral, or 
incidental powers, may raise an ethical question, and a question 
of justice, when such powers are used for purposes other than 
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those for which authorized. Abnormal publicity about prosecu-
tion of well-known public figures at income tax time for viol~ti~n 
of the income tax laws in order to discourage the vast rna1ority 
of taxpayers from making fraudulent returns is not hard to justify. 
But harassment of nondelinquent selected income tax payers by 
unwarranted investigations in order to discourage them from 
political opposition or public criticism is a Watergate-type ab~se 
of power, and a gross injustice. The more difficult questions anse 
between these extremes. Is the use of a power which is author-
ized for one purpose ever justified when employed for an entirely 
different, although authorized, purpose? The individual affe~ed 
adversely will hardly think so. He will regard it as rank injustice. 
But unless an individual adversely affected knows of the adve~se 
action in time, and unless he is in a position to contest the action 
in court, the use of collateral or incidental powers may never he 
challenged. It is up to the public administrator to weigh the 
e~ical issues with the programmatic considerations and to con-
sider the long-run consequences as well as the immediate results. 
There are no mechanical answers; but it is necessary to remem-
ber that use of powers ( or failure to use them) in a way that 
leaves the citizen with a sense of injustice done to him could in 
the end outweigh immediate results by undermining respect for, 
and acceptance of, governmental authority. 
Judicial Review and Judicial Sanctions 
Against Administrative Action 
Two separate but related topics are found under this heading 
as. well. The basic questions under judicial review have to do 
with the kinds of administrative actions the courts can review, 
w?en ~eview can take place, and the degree of scrutiny the courts 
will give to the administrative actions in question. The second 
topic involves the question of what kinds of relief a private party 
can ~e~k when asking the court to review his dispute with an 
adm1mstrative agency. 
The opportunity for judicial review of administrative action 
has bee~ considerably broadened in recent years. Specialists on 
~e subJect now write of a "presumption of reviewability" and 
~ . th~ requireme~t. of an opportunity for judicial review when a 
sign16cant admm1strative sanction" is being imposed. A key 
element in determining h h d . . . . w et er or not an a mm1strative act10n 
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will be reviewable is legislative intent. Some statutes specifically 
preclude review in certain types of cases. But even where a 
statute states that certain action will be "unreviewable," courts 
have sometimes found it possible to review cases in which im-
portant constitutional rights are at stake. For instance, when a 
local draft board reclassified a divinity student, who was exempt 
from the draft, after he had participated in an anti-war protest, 
judicial review of this apparent attempt to stifle freedom of 
speech was upheld by the Supreme Court even though Congress 
had precluded pre-induction review. 
Another basis for denying review - and here the principle has 
been largely developed by the courts - is that certain matters 
are simply not appropriate for judicial determination. Thus, for 
instance, the question of the discretion of a prosecuting agency 
to prosecute or not prosecute is generally considered unreview-
able. On the basis of new developments in the area of discretion-
ary justice, however, the idea of unreviewable prosecutorial 
discretion is now beginning to be challenged. 
In discussing the timing of judicial review, relevant concepts 
are: standing, ripeness, primary jurisdiction and exhaustion of 
administrative remedies. The concept of "standing" requires the 
party bringing the action to have some interest in the controversy 
sought to be rectified by the court or the agency. Ripeness 
relates to the mahlrity of the dispute sought to be adjudicated. 
Primary jurisdiction is a doctrine which requires the party seek-
ing adjudication to bring the dispute in the forum required by 
law to have the first determination. The doctrine of exhaustion of 
administrative remedies requires the party seeking relief from an 
administrative action to have completely eliminated all avenues 
of administrative review within the agency exercising authority 
before seeking judicial review. 
If the city of Sundown begins to build a sewage system in a 
neighborhood, generally only the people living in the neighbor-
hood would have sufficient interest in the system's establishment 
to have the requisite standing to object to it. If the system was 
just in the planning stages, the issue of whether the system will 
cause injury to the neighborhood may not be apparent, and thus 
any petition for relief may be held to be not sufficiently ripe for 
adjudication. 
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In most instances, the doctrine of primary jurisdiction is an 
issue raised during a judicial proceeding. There the court must 
determine whether it will exercise its jurisdiction over the case or 
require the complaining party to seek an initial determination in 
the administrative agency or other forum which the law has 
designated as having the primary interest in administering the 
subject matter of the dispute. If the party's action is in the 
administrative agency, then he must exhaust all of the agency's 
decision-making processes before seeking relief in the courts. 
The final question regarding judicial review, which has to do 
with the degree of judicial scrutiny, is referred to as "scope of 
review." Generally speaking, it can be said that the courts give 
great weight to administrative experience and try not to sub-
stitute their own judgment for that of the administrator. But 
courts are charged with preventing or correcting abuses in the 
administrative process in cases brought before them. They can-
not abdicate this responsibility. 
The rules that have been developed relating to scope of review 
can be summarized briefly as follows: courts will give great 
respect to. the findings of administrators if it is determined that 
such findings are based on "substantial evidence." With regard 
to matters of law as opposed to fact, courts have somewhat 
greater leeway. But the basic questions the court asks in this 
area are: is the administrative action in question constitutional; 
is it within the authority of the agency as delegated by the 
legislative body, and is it "reasonable" with regard to the 
agency's overall regulatory scheme? Answers in the negative to 
any of these questions would provide the basis for the court's 
not upholding the agency action. 
Several kinds of relief may be available to a party who brings 
his dispute with an agency to court. If he can overcome the 
~rocedural hurdles such as standing and have the case heard on 
its merits, the court can be regulated to declare the legislation 
unconstitutional as being too broad and a standardless delega-
:on of power to the agency. How~ver, such litigation has not 
een often successful. More promising would be an attempt to 
have the court rule that the administrative action in question 
~xceeded the agency's validly delegated authority and therefore 
is void. Such a "declaratory judgment" often applies to a gov-
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ernmental action already completed. A party could also seek 
injunctive relief ( actually many suits ask for declaratory and 
injunctive relief) to prevent the government from completing or 
continuing the action which the complaining party considers 
illegal. 
Historically, the doctrine of sovereign immunity has pre-
vented individuals from either suing the government or, if able 
to sue, preventing the individual from obtaining relief. The doc-
trine simply holds that the government cannot be sued without 
its consent. Injunctive relief against administrative action has 
been denied because of the doctrine, yet there are significant 
decisions which have permitted such relief where statutory 
authority was unconstitutional or where the denial of such relief 
would be unjust. Some have sought to circumvent the doctrine 
by suing the governmental official rather than the government 
or the agency. This mechanism has met with mixed results. While 
the American Bar Association and the Administrative Conference 
of the United States have proposed the elimination of the doc-
trine of sovereign immunity, there is no clear line of judicial 
decisions. The most that can be predicted where the individual 
seeks to bring an action against the government, is that the 
doctrine will have less effect on a suit brought to enjoin agency 
action than one where money damages are sought. 
What if the governmental action has caused harm to an indi-
vidual of a kind that cannot be corrected by a court's voiding of 
the administrative act? The logical answer is that the party 
might sue the government for damages, but here again the 
doctrine of sovereign immunity must be considered. In 1946, 
Congress waived a large part of the federal government's sov-
ereign immunity to damage suits by the adoption of the Federal 
Tort Claims Act. The Act provided for a wide area of govern-
mental liability in tort, stating that the United States would be 
subject to suit "in the same manner, and to the same extent 
as a private individual under like circumstances ... " But the 
Act excepted the government from liability for a number of its 
functions, including the combatant acts of the military, the 
fiscal operations of the Treasury, and acts "based upon the 
exercise or performance or the failure to exercise or perform a 
discretionary function," among others. Much of the important 
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litigation based on the Act over the past three decades has involved 
the last-mentioned exception. 
Only a few states have adopted broad legislation similar to the 
Federal Tort Claims Act. Sovereign immunity at the state and 
local level has been widely upheld, and the traditional patch-
work picture at the state level has been one of very limited 
liability. In a large number of states, state or local governments 
might be held liable for damages caused in the performance of 
so-called "proprietary" functions, that is, acts which a private 
party might conceivably perform, such as garbage collection. 
But for "purely governmental" functions such as police activity, 
sovereign immunity prevailed. But since the late 1950's a number 
of states have considerably broadened their liability in tort 
through a series of important judicial decisions. The state picture 
is by no means one of complete governmental amenability to 
suit in tort as yet, but as one authority has recently put it, sov-
ereign immunity is "on the run" at the state level. 
A completely separate ques·tion is whether a plaintiff may sue 
a culpable official for damages. Again the situation will differ 
depending upon the jurisdiction involved. If the official's actio~ 
was clearly outside the sphere of his duties and resulted in negll-
gent or intentional personal injury or property damage, the 
plaintiff would probably have a good chance of winning his 
case. But if his action was arguably within his assigned functions 
and was performed in good faith ( especially if a discretionary 
!unction was involved), it is unlikely that the court would sub-
Ject the public servant to liability, although as study of the 
cases Will show, the subject is a controversial and complex one. 
CASES FOR DISCUSSION 
Standing ... Exhaustion of Administrative Remedies 
The Amos Lake Association, a nonprofit community-based or-
ganization, has a membership composed of the residents living 
on land surrounding Lake Amos. The Association owns no land. 
The Association is seeking injunctive relief in the local circuit 
co~ against the City of Palmain which next month is going to 
~egm depositing its untreated sewage in Amos River which flows 
mto Lake Amos. Further, the Association seeks to require the 
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City to enforce its water pollution ordinances against industries 
located in the City which are dumping waste material into Amos 
River. 
In 1970, The State of Orange, where Palmain is situated, 
enacted legislation which created the Orange Board of Water 
and Air Pollution. "The Board shall have the power and the 
duty to control and prohibit any water pollution in this Com-
monwealth. The Board shall exercise general supervisory author-
ity over the administration and enforcement of laws, rules, and 
regulations pertaining to the enforcement of water pollution. 
The Board shall issue such orders as may be necessary to 
effectuate the control of water pollution and enforce same by 
appropriate administrative and judicial proceedings." Can the 
Association maintain its suit in court? ( White Lake Improv. 
Association vs. City of Whitehall, 177 N.W. 2d, 473, Mich. 1970) 
Delegation 
The New York City Housing Authority received 90,000 applica-
tions annually but could admit only 10,000 families to public 
housing. The Public Housing Law of the State of New York, 
which created the Housing Authority, states two general eligi-
bility requirements: income not exceeding a specified limit 
and at least two years residency in New York City. The statute 
prescribed no further guidelines for apportioning housing. Except 
for some preference candidates, "applications .... are not pro-
cessed chronologically, or in accordance with ascertainable stan-
dards, or in any other reasonable or systematic manner." Each 
application expires after two years, a renewed application stood 
no better than a first application of the same date, no open 
waiting list was used, and determinations of eligibility were not 
made known to applicants. 
Holmes and others, the plaintiffs, had applied but had not 
received housing under this administrative scheme. Some had 
been waiting as much as five years. 
What should be the grounds of their complaint in suing the 
Housing Authority? How can the Housing Authority statute be 
saved through positive administrative action? ( Hint: Davis 
develops a relevant idea in Chapter 3 and Gellhorn refers to it 
at the end of Chapter I) ( Holmes vs. New York City Housing 
Authority, 398 F. 2d 262, 2nd Cir., 1968) 
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Discretion and Informal Administrative Process 
In 1967, Professor Pax was hired as a visiting professor at 
Plaza College. In 1968, he was considered by the faculty to be 
eligible for promotion and tenure, but since Pax was an alien 
this was not permitted under college rules. Pax, however, was 
given all the fringe benefits associated with a tenured professor. 
The departmental faculty treated him as a tenured professo~ 
allowing him to sit in on all faculty meetings and vote on the 
tenure of other faculty members. Pax was continually led to 
believe that the only reason for his not having tenure was his 
alien status. In 1971, Pax became a United States citizen, and 
was congratulated by all the faculty. 
In 1974, Pax was informed by the college president that Pax's 
contract would not be renewed. When he asked about the basis 
for the nonrenewal, Pax was told that as he was an untenured 
professor no explanation was necessary and he had no right to a 
statement of cause or a hearing on the nonrenewal. A Federal 
Court reinstated Pax. He was granted back pay and advance-
d .. ? ment. What do you believe was the basis for the courts ec1S1on. 
( Soni vs. University of Tennessee, 376 F. Supp. 289, E.D. Tenn., 
1974) 
Requirement of a Hearing 
An Ohio statute gives public school principals auth.ority to 
suspend students for misconduct for up to IO days without a 
hearing. Nine students so suspended filed a complaint seeking 
declaration that the statute was unconstitutional in permitting 
public school administrators to deprive plaintiffs of their rights 
to an education without a hearing, in violation of the due process 
provisions of the 14th Amendment. 
Defendants claim that public education is not a "right," ~nd 
thus the Due Process Clause does not protect against expulsion 
from school. Weigh the relative merits of these claims and 
decide the case. ( Goss vs. Lopez, 95 S. Ct. 729, 1975) 
The Hearing Process 
In 1956 the FTC issued a complaint against Texaco and Good-
rich because of their sales commission agreements under which 
Texaco encouraged its 40,000 dealers to buy TBA ( tires, bat-
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teries and accessories) from Goodrich. The complaint stated 
that the agreements tended to restrain competition in violation 
of Section 5 of the Trade Commission Act. 
While the case was pending before the hearing examiner, FTC 
Chairman made a speech before the National Congress of Petro-
leum Retailers in which he said: "We at the Commission are 
aware of the practices which plague you ... You know the 
practices . . . overriding commissions on TBA. You know the 
companies ... Texas ... Goodrich ... " Texaco moved that the 
Chairman withdraw from the case because of the speech or that 
the FTC disqualify him. Both motions were denied. Texaco then 
sued to enjoin the FTC order on TBA agxeements ( which had 
meanwhile been handed down) on the basis of the Chairman's 
bias and prejudice. Decide the case. ( Texaco vs. FTC, 336 F. 2d 
754,1964) 
Investigatory Power and the Right to Information 
A health inspector entered the outdoor premises of the Western 
AHalfa Corp. during daylight hours to make scientific readings 
of smoke emitted from the Corporation's chimneys. At a hearing 
before the Colorado Air Pollution Variance Board, the test 
results were introduced and served as the basis for a cease and 
desist order against the Corporation for polluting the air. The 
Corporation challenged the order in court, claiming that the 
tests constituted an unreasonable search and seizure within the 
meaning of the Fourth Amendment. How should the Court rule? 
( Air Pollution Variance vs. Western Alfalfa Corp., 94 S. Ct. 
2114, 1974) 
Governmental and Officers' Liability 
There were demonstrations in the area of the Republican 
National Convention in Miami in 1968. Late in the evening the 
Mayor ordered removed the police officers who had been on 
guard near the demonstrations. The demonstrators subquently 
moved into the business district, where riots and property dam-
age took place. \Vong sues the city of Miami for the damages 
caused to his business place by the demonstrators. How should 
the court rule? (Wong vs. City of Miami, 237 So. 2 132, 1970) 
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Unitl 
COMMENTARY ASSIGNMENT 
Using the term "authority" to mean the lawful right to com-
mand obedience or to make ultimate and/ or legally binding 
decisions, and the term "power" to mean the ability to do some-
thing or to bring about a desired result, explain through a case 
study the nature and extent of both in your agency, the sources, 
and the limiting factors. 
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Unit 2 
Funding and Finance Administration 
by 
John M. Urie 
INTRODUCTION: FUNDING AND FINANCE 
ADMINISTRATION 
In a capitalistic economy such as the United States, private 
enterprise has traditionally supplied most of the goods, services, 
and other economic wants required. Other needs are filled by the 
individual and his family, by churches, by group organizations 
and by the various levels of government. During its formative 
years the U.S. had basically an agrarian economy, and most pro-
duction was accounted for by the individual and his family and 
by individuals in small groups engaged in farming, crafts, and 
trades. A majority of the population lived in rural areas and in 
villages and small towns, so the government structure was very 
simple and supplied a very limited number of services. 
As society has become more complex through industrialization 
and urbanization, government agencies have been called upon to 
provide ever more fundamental and common needs and to gov-
ern a much more complex society, until today government 
expenditures at all levels equal more than one-third of the Gross 
National Product of the nation, as shown in Table I, page 36. 
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~ TABLE I 
Total Government Outlays 
(In Millions) 
% of % of 1975 
1965 GNP 1970 GNP Est. 
Federal $130,059 19.1 $208,190 21.3 $ 313,400 
State 35,726 5.2 64,665 6.6 107,520 
Local 39z765 5.9 60,130 6.2 91,740 
Totals $205,550 30.2 $332,985 34.1 $ 512,660 
GNP $681,200 $977,100 $1,434,000 
Note: Grants-in-aid are counted as expenditures of the first disbursing unit. 
Sources: Facts and Figures on Government Finance, 18th Biennial Edition, 1975, 
Tax Foundation, New York, N.Y. 
U. S. Budget in Brief, 1976; U. S. Govt. Printing Office. 
Projection of 1975 State and Local Expenditures by the author. 
% of 
GNP 
21.9 
7.5 
6.4 
35.8 
Taxes are levied and governmental expenditures are made to 
achieve certain national, state and local objectives and to provide 
services for which various levels of government have responsi-
bility. Although an enumeration of the objectives and services 
could run into infinite detail, a broad statement of governmental 
functions is shown on Table II. This table also shows the com-
parative emphasis placed on governmental functions as indicated 
by expenditures in 1965, 1970 and an estimate for 1975. 
According to Table II, the largest expenditure proposed in the 
National Budget for fiscal 1975 is for "income security," with 
the next highest being national defense. The fact that expendi-
tures for income security now exceed those for national defense 
represents a dramatic change in emphasis in national priorities 
over the last twenty years. Equally dramatic, although lower 
dollar amounts, are the increases currently being proposed for 
health, education and manpower programs. 
The significance of the general government function deserves 
special comment, although the dollar amounts are relatively 
smaller than for many of the "line" functions. General govern-
ment includes the control of all governmental programs, alloca-
tion of funds, and the creation of new laws by the President and 
Congress. This category also provides an orderly means by which 
society lives together, molding and shaping the direction of 
governmental programs and, to some extent, the size and direc-
tion of the U. S. economy. 
At the state and local level expenditures for education are 
largest, followed by highways, public welfare, and health and 
hospitals. It is true at the state and local levels also that the 
1 significance of the general government function is somewhat 
overshadowed by the large amounts spent for education, high-
ways, etc. Still, it is the general government which provides an 
orderly means for members of society to live and work together, 
including law enforcement and the judicial systems at the state 
and local levels. 
Many thousands, yes, even millions, of economic, social and 
· political decisions are made by the congress, state legislatures, 
and local councils of government in allocating moneys for various 
functions and activities. The purpose of this paper, however, is 
not to dwell on the allocations of resources, but rather on how 
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monies are collected by the various levels of government pri-
marily through taxation in order that the social, economic service 
and political objectives of governments can be financed.' 
Although Tables I and II indicate that some functions are 
performed exclusively by the federal government ( for exarnple, 
National Defense), and others are performed exclusively by 
state or local government, the tables also indicate a considerable 
amount of duplication and overlapping of functions. It is difficult 
to establish any rationale which explains the division of functions 
between the federal government and the state and local govern-
ments. The constitution sets limits on the powers of the national 
government, but does not spell out the allocation or separation 
of governmental functions. 
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TABLE II 
Governmental Expenditures By Function 
A. Federal Expenditures (In Billions) 
National Defense .................................... . 
International Affairs and Finance ..................... . 
Space Research and Technology ...................... . 
Agriculture ......................................... . 
Natural Resources, Environment and Energy ............ . 
Commerce and Transportation ........................ . 
Community Development and Housing ................. . 
Education, Manpower and Social Services .............. . 
Health ............................................. . 
Income Security .................................... . 
Veterans Benefits and Services ...................... . 
Interest ............................................ . 
Law Enforcement and Justice ......................... . 
General Government ................................. . 
General Revenue Sharing ............................ . 
Allowances ......................................... . 
Undistributed Intergovernmental Transfers ............. . 
~ Totals ....................................... . 
1965 
$ 49.6 
4.3 
5.1 
4.8 
2.1 
7.4 
.3 
2.3 
1.7 
25.7 
5.7 
10.4 
2.2 
3.1 
$118.4 
1970 
$ 79.3 
3.6 
4.6 
5.2 
3.6 
9.1 
3.5 
7.9 
13.1 
43.1 
8.7 
18.3 
1.0 
1.9 
0.5 
6.6 
$196.6 
1975 
Est. 
$ 85.3 
4.9 
4.2 
1.8 
9.4 
11.8 
4.9 
14.7 
26.5 
106.7 
15.5 
31.3 
3.0 
2.6 
7.0 
0.7 
16.8 
$313.4 
ar--
i,l::l. 
0 
TABLE II 
Governmental Expenditures By Function 
B. State and Local Expenditures (In Millions) 
1965 
Education .......................................... $28,563 
Highways and Streets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12,221 
Police and Fire . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,855 
Public Welfare . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,315 
Health and Hospitals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,361 
Sanitation and Sewers . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,360 
Housing and Urban Renewal . . . . . . . . . . . . . . . . . . . . . . . . . . 1,250 
Natural Resources . . . . . . .. . . .. . . . . . . . . . .. . . . . .. . . .. . . 1,730 
Parks and Recreation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,104 
Utility and Liquor Operations . . . . . . . . . . . . . . . . . . . . . . . . . . 7,058 
Insurance and Trusts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,950 
Interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,490 
General Government . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,773 
Totals ........................................ $80,030 
Sources: U.S. Budget in Brief, F. 4 1976, U.S. Govt. Printing Office. 
Statistical Abstract of the United States, 1973; 
Federal Figures: p. 316, et. seq. 
State and Local: p. 409, et. seq. 
_ 1975 -~tim~te_s of_ St~te_and Lgca!__~)(p_enditures by the author. 
1970 
$ 52,718 
16,427 
6,518 
14,679 
9,669 
3,413 
2,138 
2,732 
1,888 
9,447 
7,273 
4,374 
4,682 
$135,958 
1975 
Est. 
$ 74,830 
21,320 
9,700 
25,180 
16,360 
7,970 
3,330 
3,420 
2,370 
11,830 
9,110 
6,970 
6,870 
$199,260 
-------------- -· ------~ - . - -- _ J 
The early years of this nation were characterized by very 
limited governmental functions at all levels. Early in the twentieth 
century this emphasis began to change, and by the 1930's the 
federal government was dominant. Expendirures for two major 
world conflicts, a strong national defense after each of these 
conflicts, and a depression of substantial proportions all had a 
tendency to increase the dominance of the federal government. 
Closely related, however, was the fact that the federal govern-
ment developed the most productive source of taxation and by 
far the most efficient revenue collection machinery. This, of 
course, is the Federal Income Tax levied on both individuals 
and corporations and enforced by the Internal Revenue Service. 
In recent years a change in emphasis has brought some govern-
mental functions back to the state and local levels where they 
can be "nearer the people." This modern rationale of "coopera-
tive federalism" has resulted in allocation of some federal rev-
enues to state and local governments through the categorical 
aid programs developed primarily in the 1960's and the new 
General Revenue Sharing program initiated in 1971. 
DISTRIBUTION OF THE GOVERNMENT BURDEN 
Although each level of government has a number of sources of 
revenue, each has one major source on which it is heavily de-
pendent. The federal government depends heavily on individual 
and corporate income taxes. States are dependent upon sales and 
other consumer (excise) taxes, while local governments are de-
pendent upon property taxes. As may be seen in Table III, how-
ever, Social Security receipts have become a substantial portion 
of federal receipts, increasing from 19.1% to 30.9% of total receipts 
between 1965 and 1975. State and local governments have de-
creased their dependence upon property taxes and have increased 
both the amount and the percentage of total receipts supplied by 
sales and income taxes. Property taxes have decreased from 35.9% 
of total state and local receipts to 30.7% between 1965 and 1975, -
while sales taxes have increased from 27.2% to 28.2% and income 
taxes have increased from 9.6% to 18.7% over the same period. 
41 
Partially as an outgrowth of the depression of the 1930's, states 
began to decrease their reliance on property taxes. As a substi-
tute, most states have enacted various kinds of consumer taxes, 
chiefly the retail sales tax and the gasoline tax, and the state 
income tax. 
Local governments have always relied on property taxes as a 
matter of necessity. '''hen originally developed, it was an excel-
lent gauge of taxpaying ability as well as an acceptable measure 
of the benefits which were derived from local units of govern-
ment. In a highly industrialized society, however, it is no longer 
a good measure of either taxpaying ability or benefits received, 
and has been tolerated only because local taxing jurisdictions 
have had very few, if any, alternatives. This situation is gradually 
changing, however, as new legislation is enacted by state legisla-
tures, and local units of government are given authority to levy 
either income or excise taxes, or both. 
TABLE Ill 
Governmental Receipts by Source 
A. Federal Receipts (In Billions) 
Est. 
1965 1970 1975 
Individual Income Taxes $ 48.8 $ 90.4 $129°] 
Corporate Income Taxes 25.5 32.8 48.0 
Social Insurance Receipts 22.3 45.3 85.6 
Excise Taxes 14.6 15.7 17.4 
Estate and Gift Taxes 2.7 3.6 6.0 
Customs Duties 1.4 2.4 3.8 
Miscellaneous Receipts 1.6 3.4 5.2 
Total Federal Receipts $116.8 $193.7 $295.0 
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TABLE Ill 
Governmental Receipts by Source 
B. State and Local Receipts (In Millions) 
Est. 
1965 1970 1975 
Property Taxes $ 22,583 $ 34,054 $ 50,911 
Sales and Gross Receipts 17,118 30,322 46,773 
Income Taxes 6,019 14,550 30,992 
Other Taxes 5,521 7,868 11,633 
Service Charges and 
Miscellaneous 11,729 22,103 25,729 
Sub Total 62,971 108,897 166,038 
Utility and Liquor Stores 6,355 8,614! 48,762 Insurance and Trust Revenue 7,422 10,7365 
Total State and 
Local Receipts $ 76,748 $128,247 $214,800 
Sources: Statistical Abstract of the United States, 1973, U.S. 
Govt. Printing Office. 
The Financial Outlook tor State and Local Govern-
ment to 1980. Tax Foundation, Inc., 1973. 
The concentration on certain taxes at each of the three levels 
of government does not mean, however, that taxes at each level 
are uniform or even follow a consistent pattern from one state 
to another. Individual jurisdictions at each level have developed 
a number of variations in all of the major types of taxes. These 
variations reflect differing economic circumstances, public atti-
tudes and political pressures. For example, it is not unusual to 
find a substantial difference in the amount of sales tax charged 
on "big ticket" items between two adjoining cities both within the 
same state or two adjoining communities separated by a state 
line. 
Business institutions tend to accentuate these differences in 
their advertising in order to attract business, and this "pressure" 
tends to keep the tax differentials from becoming very large. This 
same pressure also tends to frustrate many beneficial efforts to 
reform and improve local tax policies. 
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GOVERNMENTAL OBJECTIVES 
It is true that modem governments require a great deal of 
II 
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revenue. It is also true that a bewildering variety of taxes and 1 
other revenue sources have been developed over the years to 
meet the needs of government. These needs, or objectives, of 
government can be summarized as follows: 
1. To sustain an organized and orderly means by which a 
society can live and work together. 
2. To provide certain services and social needs which either 
must be provided by government or are best provided by 
government. 
3. To effect adjushnents in the distributi.on of income. 
4. To implement fiscal policies determined to be desirable 
for purposes of economic stabilization. 
PRINCIPLES OF TAXATION 
While taxes of the same type are similar in many respects, each 
tax source has some unique characteristics. The burden of pay-
ment of each tax falls more heavily on some taxpayers than on 
others. Each tax also absorbs money which would be used for 
some other purpose if it were not paid in taxes. Thus taxation 
may inhibit savings, restrict investments, limit spending or have 
other social and/or economic consequences. Therefore, it is im-
portant that many factors be weighed in the selection of taxes 
and other revenue sources whether they be national, statewide 
or local in scope. 
Some of the "principles" of taxation are so obvious as to hardly 
deserve mentioning, while others are not so immediately evident. 
Some are also well accepted by most taxpayers, while others tend 
to be more controversial. It is essential, then, to establish the 
most important attributes of a tax or a tax system which should 
be given consideration when new taxes are being levied or old 
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ones altered. The following "principles of taxation" are offered 
for consideration: 
1. Taxes should be adequate to provide the services of 
government and to accomplish the other objectives of 
government. 
2. Taxes should be widely shared. 
3. The taxes or tax system should be simple in its applica-
tion so that it is easily understood and the tax obligations 
are easily determined. 
4. Taxes should be convenient to pay. 
5. The tax system shou]d make it possible to bring about 
adjustments in the distribution of income and wealth, 
power and opportunity, necessity and privilege. 
6. Taxes should provide for adjustments in the allocation 
of resources, and, taking into consideration national pri-
orities, taxes should provide and preserve incentives for 
work and investment and should not unduly penalize 
those who take risks, innovate, or assume greater than 
normal responsibilities in our society. 
7. Taxes should help to maintain economic stability, serving 
variously as stimulants or narcotics to the economy. 
8. Taxes should meet with current concepts of fairness and 
equity. 
In addition to the above mentioned objectives and principles 
of taxation~ all of which may be found in abundance in the litera-
ture on taxation, it is the writer's view that reduction or abate-
ments in taxes should not be used as a substitute for welfare or 
social services. Once established, tax laws have a tendency to 
remain in effect for many years. Even when they are recognized 
as being inadequate, inequitable, or poorly conceived they are 
difficult to adjust or rescind. In addition, tax systems tend to be 
very general in their application, and fail to take into considera-
tion individual differences in capabilities, resources or needs. 
Consequently, welfare benefits or subsidies which are built into 
lsee Harold M. Groves and Robert L. Bish Financing Government, 
New York, Holt, Rinehart & Winston, 1973; and Harold M. Groves, ed., 
Viewpoints on Public Finance, New York, Henry Holt & Co. ( Out of print. 
Library reference only) 
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a tax system tend to be considered as an integral part of a tax 
structure and may continue for many years beyond the point 
when the need for which they were initiated has ceased to exist. 
Such social objectives as "guaranteed minimum annual income," 
the negative income tax, tax exemptions for the poor or aged, or , 
homestead exemptions for any group should be omitted from the 
tax struchue. Redistribution of the wealth can be handled much 
better through such programs as unemployment insurance, wel-
fare, medicare, medicaid, and similar programs. 
CURRENT THEORIES OF TAXATION 
There are two current theories of taxation prevalent in the 
United States. The first is that taxes should be based on benefits 
received, and the second is that taxes should be based on ability 
to pay. These theories will be the subject of further examination. 
The Principle of Benefits Received 
Most of us are attuned to the concept that we pay for what we 
get. If we desire to purchase a pound of beefsteak, we go to the 
meat counter, select the desired cuts, then pay the listed price as 
we pass the checkout counter. The same principle applies for 
other foodstuffs, clothing, medicines, automobiles, and housing. 
In fact, nearly every commodity or service we obtain in the 
private sector of the economy has its price, and if we are to 
avail ourselves of the commodity or service we must pay it. This 
is the principle of payment for benefits received. 
It has been contended by many writers on taxation that the 
rule of paying for what one gets should be applied also to the 
goods and services available in the public sector. When this 
theory is applied to various goods and services supplied by the 
various levels of government it soon becomes obvious that the 1 
principle is not always clearcut and concise, or even applicable. 
Take for example national defense or, at the local level, police 
and fire protection. Although nearly everyone will admit that 
these services are essential, it is difficult to measure in any precise 
terms the exact amount of benefit each person derives from them, 
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and it is even more difficult to come up with a clearcut account-
ing of the taxes each taxpayer should pay for them. 
The benefits obtained from the primary, secondary, and higher 
educational programs in this country are equally difficult to 
assess. A young person may receive his primary education in one 
section of the country, his secondary education in another, and 
his higher education in still a third part of the country. The 
student may go into medical research and in the matter of a few 
years develop a vaccine which largely eliminates the threat of 
disease. In an instance such as this nearly everyone derives the 
benefits of this person's education, but the question of who 
should pay for it and how the costs should be allocated to the 
taxpayer becomes extremely complex. 
The question also may be raised as to who derives the greatest 
benefit from our general government which provides the basis 
for an orderly society and a favorable economic system. On the 
one hand it may be contended that the person who becomes a 
financial success and acquires considerable wealth derives the 
greatest benefit from the fact that there is a stable government 
and a strong economy. 
On the other hand, many of our laws are designed to prevent 
industries from becoming monopolies and to limit the raw power 
of individuals and corporations. These laws are designed to pro-
tect the lower and middle classes of our society. Left uncontrol-
led, a few talented, ruthless individuals could become economic 
czars and force most of us into an existence of serfdom or slavery. 
This argument implies that it is the poor who are given the 
greatest protection and therefore derive the greatest benefits 
from government. 
Thus, the weakness of the benefit theory is determining who 
benefits from many governmental services as well as measuring 
the nature and extent of the benefit. 
The Principle of Ability to Pay 
The other principle of taxation is the ability of the taxpayer 
to pay taxes. This principle is based on the concept that the 
wealthy should pay more taxes than their less affluent neighbors 
simply because they have a greater ability to pay taxes. Advocates 
of ability to pay are not content with a proportional tax similar 
to a tithing paid to a church. The ability to pay concept dictates 
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that as a persons mcome increases he should pay taxes at an 
increasing rate. Thus, if a taxpayer's taxable income is $10,000 
he would pay $1820 plus 22% of any excess over $10,000 in fed-
eral income taxes, and if the taxpayer's income is $100,000 he 
would pay $45,180 plus 62% on any excess over $100,000.2 
Several philosophies tend to justify the ability to pay concept. 1 
The first is that our stable government and free enterprise system 
provide the opportunity for an individual to become wealthy, ·1 
I 
and he should support the government in greater and greater ~ 
proportion as he becomes wealthier. ·' 
Another philosophy is that it is abhorrent for some members 
of a democratic society to become extremely wealthy and others 
to become so poor as to be destitute. The argument is frequently 
made that taxes should tend to redistribute wealth, taking a 
greater and greater proportion of one's income as he becomes 
wealthier and redistributing it to those who are less fortunate. 
The argument also may be made that large corporations and , 
wealthy individuals derive the greatest benefit from our educa-
tional system because it is through the educational system that 1 
the corporations and wealthy individuals obtain trained and 
talented employees who work for them and produce even greater 
wealth. 
An objection to too high a rate of progressive taxation is that it 
may reduce the taxpayer's incentive and his willingness to take 
.risks, as well as taxing away excess funds which could ( and 
probably would) be used for investment. Excessive taxation of 
the wealthy could have an adverse effect on our economic sys-
tem, which has thrived on individual initiative, risk taking and 1 
investments in ventures with profit potential. 
In actual practice, the various levels of government in the U.S. 
use a great variety of taxes. Some are based on benefits received 
while others are based on ability to pay. It is difficult to deter-
mine which of these principles is the basis for some taxes because 
they do not fall neatly into either category. Some taxes can best ' 
be explained simply by the government's perennial need for 
money. 
2u. S. Income Tax Table, 1973. 
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CRITIQUE OF MAJOR TAXES 
Income and Earnings Taxes 
The concept of progressive taxation has been well established 
in the United States for many years. It is based on the proposi-
tion that no matter how great an individual's talents, capabilities, 
or astuteness, or a corporation's powers of production, their suc-
cess must include the opportunity of putting these abilities, 
talents or powers to use. It is our social and economic system in 
the United States which makes it possible for individuals and 
corporations to generate substantial income and increase their 
wealth. Thus the great success of many individuals and corpora-
tions is not solely dependent upon their own abilities but is based 
to a considerable extent upon the environment in which they 
operate, and it is incumbent upon wealthy individuals and cor-
porations to contribute to the maintenance and perpetuation of 
that environment. The theory continues that there is, on the 
whole, less injustice done by adopting a progressive income tax 
than any other form of taxation. The more wealth an individual 
or corporation possesses, the less burden or suffering is imposed 
by taxation. 
The income tax also has other attractive features. It not only 
takes into account the taxpaying ability of the individual or 
corporation in distributing the governmental burden, but it also 
adjusts to the size of the taxpayer's family, costs he incurs in 
acquiring his income, interest payments, and contributions to 
educational, religious and charitable organizations. 
From the standpoint of the taxing jurisdiction, the income tax 
has a particularly attractive feature. This is its responsiveness to 
economic growth whether measured by income or by the Gross 
National Product. This characteristic is commonly known as 
"elasticity." The cost of governmental services tends to increase 
in close conformity with increases in the cost of living or infla-
tion. Most governmental jurisdictions have great difficulty keep-
ing up with these increases in costs because much of their tax 
base is not very responsive to changes in economic activity. 
An income tax, unlike most other taxes, not only keeps pace 
with the cost of living, but, if the rat~ are progressive, will in-
crease faster than economic growth. This happens, of course, 
because as prosperity increases, some persons who had so little 
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income that they we~e no:~~x:~~:/: ~c~mes grow so that th~y 
egories for the 6:st time, k with high er tax ra tes. Studies 
are sh if ted into income b rae ets . conomic activ ity the U .S. 
th £ ch 10% increase m e indicate at or ea . b t 14% and state incom e 
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incom~ tax au t 1~% to 1 8%.3 This r esponsiveness to econo~ic 
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mcAnother advantage of the income tax is its low cost of ~dmm-
istration. The requirement that employers withhold the incom e 
tax at its source makes collections relatively easy and en~b~es 
taxpayers to disch arge their tax liabilities as they ea1:1 th eir ~n-
comes. This makes the payment of income taxes relati:ely p a_m-
less to the taxpayer . I n addition , the steady flow of withholding 
payments to the taxing jurisdiction provides a smooth, even cash 
flow which matches the jurisdiction's need for money and reduces 
the necessity to borrow in anticipation of taxes. 
Administration of the income t axes is not completely without 
problems, however . Several sources of income such as interest , 
dividends, rental income, and income of individual proprietors 
and professionals are not subject to withholding. These t axpayers 
are usually required to estimate their anticipat ed incomes and 
make quarterly payments on their tax liabilities. Even so, there 
is a substantial amount of income where withholding is not prac-
ticable, and wh ere avoidance of the taxes is therefore much easier 
than where the taxes are withheld. A substantial amount of ad-
ministrative attention is required in these ar eas. 
Although the income tax has a great number of ad vantages it 
also has a rna1· or weak B . ~ ness. ecau se its revenues are responsive 
to economic conditio · f . . ns, m years o prolon ged economic recession 
or depression it likel ·n f ll h . . 
d Y wi a rat er swiftly and w ithout a great eal of warning ther b . . 
, e Y creating a sharp reduction m govern-
mental revenues Th· s f 
th · 
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e governmental agenc· 0 . st d ies. ngomg program s are difficult to 
op, an expenditures l d . 1ave a tendency to continue without 
re uction even though revenues fall off sharply . 
"IL 
. . L. E<.:ker-Ra<.:z Tl p 1· . 
nance, Englewood Cliff N l e) o '.tics and Economics of State-Local Fi-
s, .J., l rcnti<.:e-ll all, 1970, p.47. 
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This situation is further aggravated by the fact that in periods 
of recession and depression governments are normally called 
upon to make larger expenditures which are expected to serve 
as economic stimulants. Thus governments are placed in a posi-
tion of having shrinking revenue at the same time as they are 
being called upon to make larger expenditures. This combina-
tion of events can create a genuine crisis, especially for state and 
local governments which do not have unlimited power to create 
money by borrowing, as does the federal government. 
Excise Taxes 
Excise taxes are taxes the consumer pays as he purchases vari-
ous products, commodities and services. The most common are 
sales and use taxes, gasoline taxes, cigarette taxes, alcoholic 
beverage taxes, utility taxes, hotel room taxes and luxury taxes. 
The greatest surge of sales taxes developed in the states during 
the depression of the 193ffs. Property taxes and other revenue 
sources were not producing amounts needed to carry on govern-
mental functions, so the states turned to sales and use truces, sup-
posedly as temporary emergency measures. The experience with 
both the yield and the administration of sales taxes was so satis-
factory, however, that consumer taxes became permanent sources 
of revenue in most states. 
Gasoline taxes developed with the advent of the automobile. 
First imposed in 1919, the gasoline tax proved to be so popular 
and lucrative that within ten years every state had imposed a 
gasoline tax. It had several advantages, including the fact that 
the automobile user was made to pay for improvements of the 
highways on which he drove. 
Tobacco and alcoholic beverage taxes ostensibly began as a 
means of regulating the use of these "evil" products, but they 
have expanded into lucrative tax sources, producing far more 
revenues than are needed for regulation of the products on which 
they are imposed. These taxes have been futher stimulated by 
publicity concerning problems of alcoholism and the association 
of lung cancer with smoking. It is quite popular to tax minor 
vices. 
Excise taxes have several virtues from the viewpoint of the 
taxing jurisdictions. They produce large amounts of revenue at 
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relatively low rates. Excise taxes also tend to be more stable than 
income taxes, apparently because Americans tend to maintain 
a fairly level rate of personal expenditures even when income 
declines. Spending ha bits for food, clothing, gasoline and utility 
services seem to continue almost without change except in a very 
severe recession. 
Sales taxes also have the advantage of being relatively easy 
and inexpensive to administer. They are collected initially by 
merchants and other businesses as sales are made. Although this 
places some burden of collection upon the merchants, most per-
form the function quite willingly because they are allowed to 
retain a small percentage of the amounts collected for out-of-
pocket expenses. 
Most economists, college professors, and labor union represen-
tatives are quick to point out that the ~ales tax is "regressive." In 
other words it takes a larger proportion of a poor person's · 
' , . In-
come than it does of a wealthy person s. While there is certain} 
a basis for this argument, sales taxes are more popular with ut 
taxpayer than either the income tax or the property tax. e 
In a recent survey by the Urban Observatory, citizens in ten 
large cities revealed a strong preference for the sales tax, gen-
erally by margins of 3 to I over pr~perty taxes, and a lower 
but still substantial amount over local mcome taxes. This is prob-
ably due to several factors. First, an individual has little control 
over the income tax deduction taken from his paycheck. He 
doesn't even see the money. On the other hand, he feels he can 
control his expenditures to some extent, and thereby exercise 
some power over the sales taxes he pays. The sales tax is also 
popular because most people are aware of the fact that there 
are a number of exemptions from income taxes and most of 
these exemptions benefit the wealthy. Sales and other excise 
taxes do not provide these same exemptions - every consumer 
pays excise taxes regardless of whether he is wealthy or poor. 
Excise taxes appear to be popular because of the seemingly 
painless method of paying them in small amounts as products 
and services are purchased. They are also popular because they 
catch visitors from out of town ( or state) on such items as hotel 
rooms, restaurant meals, entertainment, gasoline and alcoholic 
beverages. These visitors otherwise would not contribute taxes to 
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the local economy. Such taxes are especially important, of course, 
in states and localities that are great tourist and vacation centers. 
State and local governments should give much greater atten-
tion to excise taxes as a means of generating needed revenues. 
Although excise taxes are unpopular with many economists and 
college professors, they are much more acceptable to the rank 
and file of taxpayers, and not without good reason. It appears 
that they are also politically the most palatable, because the 
politician generally favors taxes which generate the least resis-
tance or reaction from the taxpayer ( and voter). This appears to 
be one area where theory and practice have a tendency to di-
verge. In the "real world" of state and local taxation, greater 
consideration should be given to sales and other excise taxes as a 
means of generating more revenues when they are needed. 
Property Taxes 
The property tax has been the backbone of state and local 
revenue since the founding of this nation. It had its roots, of 
course, in Great Britain and Europe, and was brought to this coun-
try by the founding fathers. It can be said to have been a "good" 
tax when this nation was basically agrarian in character, because 
it is designed mainly for an economy where real and personal 
property are the strongest and best indications of wealth, and 
where many, if not most, of the governmental functions pertain 
to services provided to property and the property owner. 
In our modem industrialized society, however, it has long 
been evident that the property tax is not the best means of 
taxation available. An individual's property holdings are no 
longer a fair indication of his wealth, income, taxpaying ability, 
or his need for public services. While it could be a better tax 
than it is, the assessment of property values has become extreme-
ly complex, the property tax system is riddled with exemptions 
and exceptions, and governmental jurisdictions have not applied 
modern techniques to either the assessment of value or the 
collection of the tax. It continues to be a major source of revenue 
for only one reason: It produces a substantial amount of money, 
and this revenue is forthcoming in good times and bad. With 
enlightened assessment procedures, the property tax has great 
fiscal virtues. Properly administered it will produce a large, de-
pendable, and predictable revenue year in and year out. 
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The property tax also has its detractions. It is usually regres-
sive, and therefore falls in greater proportion 011 persons with 
low income than upon the wealthy. It is inconvenient to pay 
because it is levied once a year and is usuallv paid in one, two 
or four installments. These tax payments are n~t coordinated with 
either the taxpayer's income or expenditures. and may fall due 
at a time which is inconvenient to the taxpayer. 
The property tax also fosters avoidance. Escape of the tax 
comes in several forms, not the least of which is the incorporation 
of new communities as "tax colonies." These are essentially res-
idential settlements, usually in submban areas where the property 
tax base is relatively high in proportion to 'public expenditures, 
but where governmental services are kept to a minimum and the 
tax rates are held to a very low level. 
Another example of the same technique is the incorporation 
of the community as a city of industry or commerce. Under this 
technique, a large industrial plant or an industrialized area is 
incorporated. Strong efforts are made to exclude residents and 
to reduce or eliminate schools and other governmental services 
except those needed by the industries. Some such "cities" may 
have a population of 100,000 or more workers during the day, 
but only a few hundred or a few thousand permanent residents. 
Thus the tax base is extremely high, but the number of services 
supplied by the local government are relatively limited, and the 
property taxes paid by the resident industries are very low. The 
industries thereby avoid paying for the support of schools or 
other services. 
The property tax frequently treats similar properties unequally 
and discriminates between different classes of property. Legis-
latures often grant exemptions to churches, hospitals, war vet-
erans and the elderly. \Vhile it may be argued that such 
exemptions serve some socially desirable purpose, the ultimate 
result of most such exemptions is undesirable. One reason is be-
cause the cost of granting many of these tax exemptions is not 
clear, and the exemption is rarely granted on its merits. Property 
tax laws arc at lwst generalized in their application and are de-
signed to include> v(•ry hroa<l categorit•s of property. Exemptions 
extend to only a specified group of taxpayers and arc not usually 
hasec1 on n('ed, merit, or other justification of the individual tax-
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payer. Further, the exemptions tend to continue on and on ahnost 
forever, and often endure far beyond the existence of the situa-
tion which was used as justification for the exemption in the first 
place. 
ECONOMIC CHARACTERISTICS OF GOVERNMENT 
As indicated in Burkhead's book, Government Budgeting,4 the 
relationship to the marketplace is the most important feature 
differentiating public (government) from private (business) 
activity. This difference in relationship to the market establishes 
a different decision-making process as well as different criteria 
for judging the efficiency and effectiveness of public and private 
activities. 
In the private sector of the economy goods are manufactured, 
sold, or serviced in an atmosphere of competition. Although the 
element of competition is less than perfect, the consumer, in a 
crude sense, gets what he pays for. Business which provide goods 
and services are dominated by the profit motive. Business activ-
ities are conducted for a profit, and the success or failure of each 
business is determined primarily by its profitability. Business 
transactions are recorded in a systemized manner through use 
of an accounting system in which all of the various elements of 
the business are taken into consideration and expressed in mon-
etary terms. 
With advertising to stimulate business, accounting statements 
to measure business volume, growth, and profitability, and with 
profit as the major objective, a business firm has all of the es-
sential tools needed for decision-making. 
The public sector stands in marked contrast. A very few aspects 
of governmental activities are conducted in the marketplace, and 
only a limited number of these have profit as the major objective. 
Governmental accounting differs substantially from commercial 
"Sec Jesse Burkhead, Government Budgeting, New York, John Wiley 
& Sons, 1955 ( Out of print. Lihrary reference only.); and Robert D. Lee Jr., 
and Honald Vi/. Johnson, Public Budgeting Sy.•tems, Baltimore, University 
Park Press. 
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accounting and is not designed to determine whether an activity 
is profitable. Rather, governmental accounting is based upon the 
"budgetary concept." Decisions are frequently made on a pol.itical 
or humanitarian basis which bear little or no relationslup .to 
profitability, but are based most frequently on common social 
objectives. 
The fact that governmental activities are organized in acco~-
dance with the budget principle means that the customary busi-
ness test of efficiency is not present. Business £inns usually judge 
efficiency in terms of rates of growth and net profit. and the~e 
measures are not available to government. In business, profitabi!-
ity is essential for survival, and if a business is profitable it is 
generally conceded to be operated efficientlv. In the public sector 
such measures of efficiency are not present. This makes it much 
more difficult to establish objective tests of efficiency in govern:, 
mental operations, and it even mav be essential that "efficiency 
be curbed in some kinds of govern;nental activities. For example, 
a police department could be extremely "efficient" in handing ~ut 
traffic citations, but this might bring a negative public reaction 
which would either curtail the efficient issuance of tickets or 
could result in an administration being voted out of office. 
Consequently, decisions about the efficiency or effectiveness of 
governmental operations will always be conditioned by such 
things as the attitudes of the persons and groups who are served 
by governmental programs, by the success of programs in im-
proving the material conditions of such persons and groups, by 
the attitudes of influential but non-affected persons and groups, 
and by the attitudes of persons and groups who are adverse~y 
affected. As a result, the problems of measurement in the public 
sector are far more complex and elusive than in the private 
s~tor, and in most instances, comparisons are made on very 
different scales of values, if they are made at all. 
Productive and Unproductive Measures 
Due to the differences in profitability, efficiency, and purpose, 
many persons tend to view expenditures in the public sector as 
being either wasted or at least uneconomic - i.e., not contribut-
ing to economic activity or productivity. At best, some persons 
think governments provide some vague kinds of services which 
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might be reduced or even eliminated if some "hard headed busi-
nessman" would just take the time to get involved in the political 
process. 
Still other taxpayers, economists, and political theorists view 
with horror the fact that taxes have gradually increased to more 
than one-third of the gross national product, whereas a few years 
ago they were only one-fourth of the GNP. This is pointed to as 
an illustration of the fact that "government is taking over," and 
something must be done to stop this trend. 
Several factors have accounted for the increase in govern-
mental expenditures in relation to the gross national product. 
One of these is the increasing complexity of our industrialized 
society. Large groups of persons living in populous metropolitan 
areas and performing very specialized activities create an entirely 
different situation than a rural-agricultural economy where the 
population is both sparce and scattered and where the family is 
an economic entity which produces most of the goods and ser-
vices it needs. 
As a society moves from an agricultural to an industrial econo-
my, more and more activities must be performed for the common 
good, and in most instances these services can be best performed 
in the public sector rather than the private sector of the econo-
my. Some obvious examples are national defense, foreign rela-
tions, and regulation of interstate commerce. At the local level, 
examples include police and fire protection, education, and en-
vironmental protection. 
There are other activities where the provision of services by 
the public sector makes the private sector more efficient or 
effective. Examples are the interstate highway system and its 
value to the traveling public and the trucking industry; the 
development of large military aircraft which serve as prototypes 
for commercial aircraft; and, at the local level, the development 
of a convention center or sports arena as a stimulus to the hotel 
and restaurant business. 
Thus the statement that is frequently heard during an election 
campaign that "we must cut taxes" or "we must cut govern-
mental spending" holds very little merit by itself. While such 
statements may have a certain voter appeal, the discerning voter 
will normally view the statements as political rhetoric. 
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ECONOMIC STABILIZATION 
In any study of public finance, consideration must be given to 
functions of taxation and allocation of resources as they affect 
the economic stability of the nation. This subject deals primarily 
with the use of fiscal and monetary policies to influence the 
volume and character of economic activity in the U.S. It includes 
an effort to maintain a high level of employment in an economy 
which is not subject to excessive inflation or serious recessions. 
The degree of management of the nation's economy varies 
from country to country in accordance with the combined total 
of public and private economic activity. In the classical economic 
system, the rate of growth is determined in the marketplace, 
involving tlw timing and the preference of consumers on the 
one side and the efficiency of production and output on the other, 
with both influenced by the rate of capital investment. Left to 
itself, the private sector of the economy would operate in a 
cyclical fashion, climbing to full employment and an inflationary 
spiraL then leveling off and dropping into a period of high un-
employment and economic recession or depression. Fortunately, 
in an economy where the public sector is a substantial part of 
the gross national product, it is possible to influence broad swings 
in the business cycle through the use of compensatory measures 
of pu hlic policy. These antidotes include the use of both fiscal 
and mmwtar\' controls in an effort to encourage the continued 
development· and stabilization of the economy. 
Fiscal policy consists of the methods of taxation, expenditures, 
and debt management conducted by the government as a means 
of consciously influ<'ncing the economic life of the nation. Mon-
etary policy includes actions of the government designed to affect 
thP volume and cost of funds made available to the private sector 
of the <.'conomy through the hanking system; credit regulations 
which may ch·termine the availability of funds and the formula 
for financing it<'ms in the private sector, and government initiated 
loan proL?;rams aimed at influencing the quantity and cost of 
eredit for particular activities in the private sector. These actiV· 
iti<·s. al1 d<·signed to stabilize economic activity, are additional 
and 11ot altenwtirc consic.leration in the theory of public finance, 
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Elements of Fiscal Policy 
One normally views taxation as a means of obtaining funds by 
the government to finance its activities and services. In addition, 
taxation is used as an instrument in controlling the volume of 
expenditures in the private sector, and thereby becomes an 
instrument of control of the level of economic activity. The 
amount of taxation imposed affects the level of private income, 
the distribution of income, and, therefore, the volume of private 
expenditures. Thus taxation can be used as an instrument to 
influence the level of prices. The income levels upon which 
taxation falls most heavily can also influence the manner of ex-
penditures; i.e., whether there is more or less money for neces-
sities or surplus funds for investments. These factors, of course, 
affect the kinds and varieties of economic activity. 
The pattern of public expenditures over the past four decades 
has demonstrated that large increases in government expenditures 
can do much to eliminate unemployment and intensify the degree 
of economic activity. It also has shown that too great an increase 
in governmental expenditures can push the economy to full em-
ployment and beyond so that further public expenditures are 
translated into price increases and thus create an inflationary 
spiral. 
The third factor in fiscal policy, debt management, includes 
the sale, refunding, and retirement of government obligations. 
One dramatic illustration of the effectiveness of this technique 
occurred during World War II in the sale of War Bonds by the 
Treasury Department. Although the purchase of "war" bonds 
was first advertised as a national responsibility to "support the 
boys at the front/' the emphasis gradually changed. Later, War 
Bonds were sold with a view to minimizing the inflationary effect 
of government expenditures to finance the war, and the public 
was urged to buy War Bonds and cut down on consumer ex-
penditures. This tended to reduce the competition for products 
and services which were in short supply and created nest eggs for 
the purchase of consumer goods after the end of the war and 
conversion back to a peace-time economy. The Federal Reserve 
Bank's "open market operations" also influenced availability of 
funds in the financial centers through the sale or purchase of 
government securities on the open market. 
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Monetary Policies 
The first two types of monetary controls, namely the volume 
and cost of funds in the banking system and credit regulations 
which determine the conditions for financing private purchases 
are customarily administered on a national basis through the 
banking system. The volume and cost of funds is implemented 
primarily by varying the volume of money available to the com-
mercial banking system to discount commercial paper and by 
increasing or decreasing the reserve required of commercial 
banks to guarantee time and demand deposits. An important 
influencing factor determining the availability of funds is the 
purchase and sale of government securities by the central bank-
ing system as a means of altering commercial bank reserves. 
Credit regulations also have considerable influence, especially 
where they determine the conditions for financing private hous-
ing or the purchase of consumer durable goods. 
The third type of monetary controls, governmental loan pro-
grams, vary the cost of loans for specific activities. Such items as 
crop and seed loans for farmers, government guarantees for hous-
ing mortgages, and the availability and cost of small business 
loans are typical examples. 
Coordination of Fiscal and Monetary Policy 
Nearly every governmental action in the fiscal and monetary 
policy areas will have an effect on the economy. It is important, 
then, that the economic consequences of operational decisions 
be taken into consideration. If taxes are to be increased or 
decreased, consideration must be given to the impact of such 
actions on the economy. If greater or lesser expenditures are to 
be made in a major activity of government, its economic con-
sequences should be considered. 
Obviously these and other governmental programs which are 
undertaken primarily with the view of economic stabilization 
must be carefully studied to assure that they are in accord with 
economic policies. Such economic coordination calls for a central 
agency with the assigned responsibility of reviewing the fiscal 
and monetary policies and having sufficient influence that they 
are brought together and coordinated within a framework of 
consistent action. If this is not done, it may develop that mon-
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etary and fiscal policies, or diverse sectors of each, are working 
against each other and in a manner which is inconsistent with 
the needs of the national interest. 
The responsibility for advising the President regarding eco-
nomic coordination, of course, has been assigned to the Council 
of Economic Advisors. There are a number of limitations as to 
their effectiveness, however. One serious limitation is the com-
plete lack of influence of this central council on the taxation, 
expenditures, and debt management of state and local govern-
ments. Another is that the President and members of Congress 
consider many goals other than economic factors when making 
policy decisions. 
State and local governments have fund problems which the 
federal government does not have. Most state constitutions and 
city charters set stringent limits on state and local fiscal actions. 
These limitations pertain to taxation, expenditures, and the 
requirement of a "balanced budget." The creation of debt obliga-
tions is not only controlled by state constitutions, city charters 
and statutes, but also by a credit rating system which has a 
substantial influence on the creation of public debt. Thus, state 
and local governments operate in an entirely different framework 
of fiscal solvency and liquidity than does the federal government. 
Solvency and liquidity in state and local government is much 
more comparable to that of business enterprises than to the 
federal government. 
These restrictions seriously hamper state and local government 
efforts to coordinate their fiscal programs with national policies 
leading to greater economic stabilization even when state legis-
latures and local city councils are sufficiently knowledgeable 
to recognize the economic impact of their actions vis-a-vis the 
national economy. Unfortunately, many actions of state and local 
governments run counter to national efforts toward economic 
stabilization. 
It is to be hoped that more and more state and local govern-
ments will learn to recognize the impact of their actions, and 
while they are much more restricted in what can be done, they 
can adjust to and coordinate with national efforts rather than 
running counter to them. This writer is not overly optimistic 
concerning the probability of a high level of coordination on the 
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part of state and local governments. All too frequently the need 
for additions to a school building, construction of a water plant 
or convention center, or the extension of a highway system to 
serve a remote area of a state has a higher priority than the 
vague and remote need for coordination with the national efforts 
to stabilize the economy. 
COMMENTS CONCERNING DEBT POLICIES 
Almost universally state and local governments finance the cost 
of providing day to day services through taxation or service 
charges. It is quite unusual to find a governmental jurisdiction 
below the national level that indulges in long term deficit 
financing of its current activities. It is quite common, however, 
to find state and local governments which borrow for a short 
period of time in order to meet payrolls and pay other current 
operating expenses. Such borrowing is usually in anticipation of 
taxes, however, and the loans are repaid when tax moneys are 
received. Short term borrowing in anticipation of taxes will not 
be given further consideration in this paper. 
State and local governments use bonded indebtedness as a 
means of financing capital improvements because these improve-
ments usually are very costly and require more funds in a single 
year than the taxpayers are willing to provide. Borrowing also 
helps to keep the tax rate relatively level from year to year, so 
that taxpayers' obligations do not fluctuate too radically from 
one year to the next. Borrowing also permits the cost of capital 
improvements to be shared by those who will benefit from thern 
over the lifetime of the improvements, or at least over the years 
in which the borrowing is repaid. 
These facts indicate that there is considerable merit to financ-
ing capital improvements on credit. If this were not so, ways 
already would have been found to provide capital improvements 
through current taxes. The substantial increase in bond sales by 
state and local units of government is an indication of the ac-
ceptance of this method of financing capital improvements. 
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Many current writers on taxation, including some economists 
and other persons interested in federal tax reform, have criti-
cized the tax exempt status of municipal bonds. The term 
"municipal bonds" refers to bonds issued by state governments, 
counties, school districts, and special districts as well as munici-
palities. "Municipals," the term used in the marketplace, refers 
more to the tax exempt status of the bonds than to the issuing 
governmental agency. 
The term "tax exempt" means that the interest earned on 
municipal bonds is exempt from federal income taxes as well as 
income taxes in the state where the bonds are issued. In addition, 
there is some reciprocity of tax exemption between states, but 
this is not universal and the laws of each state must be reviewed 
in order to determine whether tax exemption applies on bonds 
issued by other states and their political subdivisions. 
Persons interested in federal income tax reform point to the 
tax exempt status of municipal bonds as a "tax loophole" and 
they make their case based on the fact that wealthy persons can 
invest in tax exempt municipal bonds and escape the payment 
of federal income taxes on the interest earning derived there-
from. There is no doubt that investment in municipals does give 
a tax advantage to wealthy persons and corporations insofar as 
federal income taxes are concerned. This is only one of many 
tax loopholes which exist in the federal income tax laws, however, 
and provides a lesser advantage than some other "incentive" pro-
grams such as investments in oil exploration or in raising cattle. 
The principle of tax exemption of municipal bonds is based on 
the constitutional concept that the states gave up certain rights 
to the federal government, but they did not give the federal 
government authority to tax state and local governments, their 
property, or their governmental activities, and the issuance of 
municipal bonds is a basic part of these governmental activities. 
There has been no court test of the constitutionality of tax exemp-
tion, and it appears that there is a desire on the part of most 
state and local governmental officials to avoid such a confronta-
tion. Some employees in the U. S. Treasury Department and 
some members of Congress have exerted efforts to either eliminate 
the tax exempt status of municipal bonds through Treasury 
Department rulings or through national legislation. If these efforts 
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prove unsuccessful they might be willing to enter into a test of 
the constitutionality of tax exemption in the courts. . . 
Pressure to remove tax exemption has focused on the ehmma-
tion of federal income tax loopholes and has overlooked the eHect 
such actions would have on state and local governments. The 
removal of tax exemption would increase the tax collections in 
the U. S. Treasury, but would Tesult in a substantial increase in 
the cost of borrowing money on the part of state governments 
and their political subdivisions. In other words, it would tend 
to increase the operational costs of state and local government 
while providing an unearned bonanza to the U. S. Treasury. 
It appears that there will be a hard fought battle between 
officials of the U. S. T-reasury Department and representatives of 
state and local governments before this question is resolved. At 
this juncture it would appear that it may be necessary to develop 
a quid pro quo of some type if the question is to be kept out of 
litigation. 
REVENUE SHARING 
General Revenue Sharing, enacted by Congress in 1972, will 
allocate more than $30.2 billion to states, cities, towns, and other 
local units of government over a five year period. The amount to 
be distributed in each calendar year, including a growth factor 
of $150 million each year is as follows: 
1972 
1973 
1974 
1975 
1976 
$5.30 billion 
5.98 billion 
6.13 billion 
6.28 billion 
6.43 billion 
(Note: Will not total because of rounding) 
Each year one-third of the amount appropriated will go to 
state governments and two-thirds will be allocated to general 
purpose local governments. The amount to which each state or 
each general purpose local government is entitled is being 
distributed di!I'ectly to that governmental unit by the U. S. 
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Treasury Department. Appropriations are made each year from 
general funds in the U. S. Treasury attributable to collections of 
the federal individual income tax. Revenue Sharing payments 
are made quarterly according to an allocation formula included 
in the federal law. There is a five factor formula for allocation 
of the one-third share going to states and a three factor formula 
for allocation of the two-thirds share to local governments. Al-
though the formulas differ, both take into consideration popula-
tion, urbanized population and relative tax effort. 
Local governments may use Revenue Sharing funds for expen-
ditures that are ordinary and necessary. Capital expenditures are 
limited to those kinds of projects which are authorized by state 
and local laws. Operating and maintenance expenditures must 
be made within the following major categories: 
I. Public safety 
2. Environmental protection 
3. Public transportation 
4. Health 
5. Recreation 
6. Social services for the poor and aged 
7. Financial administration 
8. Libraries 
Revenue Sharing funds allocated to local governments may 
not be used as matching amounts for other Federal Grant-In-Aid 
programs. 
There are a number of conditions that must be met in the 
use of Revenue Sharing funds. These include the establishment 
of a separate trust fund in which all Revenue Sharing receipts 
must be deposited, use of Revenue Sharing receipts within a 
reasonable period of time { they must be obligated within two 
years), compliance with non-discrimination requirements of the 
federal government and the preparation of quarterly reports to 
the Secretary of the Treasury concerning the amounts received 
in Revenue Sharing grants and the purposes for which the sums 
were expended or have been obligated within each entitlement 
period. Both a plan of action for expenditures and a report of 
the amount of actual expenditures made must be published in 
local newspapers. 
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The passage of Revenue Sharing by the U. S. ?ongress repre-
sented a change in philosophy in providing assistance to local 
units of government. Traditionally, federal funds h~ve ~upple-
mented local resources through categorical grants which directed 
the expenditure of federal moneys into narrowly defined pro-
grams. These programs represented national prioriti~s. as enun-
ciated by Congress and em bodied congressional dec1s1ons as to 
how these problems should be attacked. Frequently it was 
necessary for local governments to allocate some local tax moneys 
as a local participating share in a program in order to obtain 
federal grants. Revenue Sharing was an attempt to give state 
and local governments more freedom in the use of federal grants 
and more local determination of priorities. 
This departure from the traditional categorical grants and 
rigid federal control offers considerable promise for success. 
Local governments, and particularly cities, are closer to the peo-
ple than federal and state agencies. Revenue Sharing leaves 
discretion as to the type and direction of expenditures in the 
hands of local officials, subject only to the above mentioned 
accounting, reporting and civil rights requirements. 
Now that we are nearly through the first five years for which 
Federal Revenue Sharing was enacted, some comments may be 
in order. Cities have received Federal Revenue Sharing grants 
regularly, and they have been of substantial help in the areas 
where these moneys have been used. The general categories in 
which this money may be used are sufficiently broad that local 
governments have considerable flexibility in determining the 
manner in which these funds wilJ be spent. Suffice it to say that 
Revenue Sharing has been very beneficial. 
As soon as cities started receiving General Revenue Sharing 
payments, some of the categorical grants were either curtailed 
or discontinued. There have been further reductions in cate-
gorical grants as the Revenue Sharing program has continued. 
The reductions have been so well timed that when the cuts 
were made in the categorical programs it created an instant 
demand on the part of local groups for allocation of General 
Revenue Sharing funds to 611 in where categorical grants were 
cut. It has been almost impossible for local public officials to 
resist the pressure to use General Revenue Sharing to fill at least 
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part of the void. This pressure has restricted the freedom of 
local decision-making which was supposed to be such an impor-
tant part of General Revenue Sharing. In addition, the retrench-
ment of categorical grants has been so great that the net amount 
of federal grants to cities is less now ( 1976) under General Rev-
enue Sharing than it was under the categorical grant programs. 
The criticism has been made that the shifting of responsibility 
for setting priorities from the national level to local level may 
result in decisions which are not in conformance with congres-
sional views of national priorities. While this may be true, 
this statement implies that congressional priorities are always 
right, and that if local priorities differ they must be wrong. 
One of the major purposes of General Revenue Sharing was to 
permit locally elected officials to establish their own priorities, 
and it is almost inevitable that these would be different from 
congressional priorities. Local establishment of priorities was 
one of the most basic and fundamental concepts built into the 
General Revenue Sharing program. 
COMMUNITY DEVELOPMENT 
The Housing and Community Development Act of 197 4 was 
enacted into law on August 22, 1974. It represents a major effort 
by the federal government to consolidate several related and 
frequently overlapping programs which provided federal assis-
tance in the areas of housing, neighborhood improvement, and 
social programs. In place of these programs, a city may now 
apply for an annual block grant to carry out a comprehensive 
and coordinated community development program. The new 
law contains eight separate programs, or titles, as follows: 
Title I 
Title II 
Title III 
Title IV 
Title V 
Title VI 
Title VII 
Title VIII 
Community Development 
Assisted Housing 
Mortgage Credit Assistance 
Comprehensive Planning 
Rural Housing 
Mobile Home Construction and Safety Standards 
Consumer Home Mortgage Assistance 
Miscellaneous 
67 
The primary objective or the act is the development of ~iable 
urban communities which will provide decent housing , a suitable 
living environment and expanded economic opportunities, p~in-
cipally for persons of low and moderate income. These ob1ec-
tives are to b e achieved primarily through the elimination of 
conditions which are detrimental to health, w elfare and safety; 
the conservation and expansion of housing and housing oppor-
tunities; increased public services; improved u se of land; in-
creased neighborhood diversity, and preservation of property 
with special value to the community. 
Some activities which the act permits are as follows: 
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Acquisition of property which is blighted or d eteriorated , 
but which is appropriate for rehabilita tion , or which is to 
be used . for other public purposes appropriate to the 
Community Development Program , or which is to b e used 
for historic preservation. 
A ... 
cqu1S1tion, construction, reconstruction or installation 
of. public works facilities, site improvements, and other 
neighborhood improvements. 
Code enforcement in deteriorating areas. 
Clearance, demolition, and removal or rehabilita tion of 
buildings and improvements. 
Special projects directed to the removal of material and 
architectural barriers which restrict the mobility and ac-
CC9sibiJHy of elderly and hand icapped p ersons. 
Pfiymt>nts to ho111;/11g owners for losses of inco1:1e incurr: 
/'rt holding unilfl lo be utilized for the relocati~n. ?f. fa 
fJfos displaced by community d evelopment a~tivities. e 
. . es not otherwise available wb~r 
Provision of public sei:v1cd lopment activities are b eing 
d mmumty eve 
concentrate co . ortive social programs. 
undertaken, including supp 1 
. f comple ting an urban r enewa 
Puym ent of the cost o 
project . 
R elocation payments and systems. 
Activities necessary to plan and develop a comprehensive 
community development program. 
Payment of reasonable administrative costs related to the 
planning and execution of community development activ-
ities. 
The development and administration of an acceptable 
homestead program which would transfer, without pay-
ment, real property owned by federal agencies to units 
of general local government for use in an urban home-
steading program. 
This Curriculum Statement has attempted to review the levels 
of governmental expenditures - national, state, and local - and 
to indicate the extent of such expenditures as a percentage 
of the Gross National Product. Sources of governmental rev-
enues at the three levels of government have been covered, 
together with some current tax theories. The advantages and 
disadvantages of several current ( and dominant) methods of 
taxation have been discussed. Economic characteristics of gov-
ernment as well as the effect of governmental policies and activ-
ities on the national economy and the level of economic activity 
have been summarized. 
In addition, two major federal programs which have had a 
dramatic effect on local government have been reviewed. 
This Curriculum Statement is not intended as a substitute for 
the assigned texts. It is very important to read the entire assign-
ment in the texts Financing Government by Groves and Bish, 
The Politics and Economics of State-Local Finance by Ecker-
Racz and The U.S. Budget in Brief for the current fiscal year. 
Bach's discussion of Making Monetary and Fiscal Policy is also 
especially helpful for its review of experience. 
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Unit2 
COMMENTARY ASSIGNMENT 
The following outline is a guide to the preparation of the 
commentary for Funding and Finance Administration. 
1. Visit a unit of local government - preferably a city or 
county. 
2. Determine the various sources of revenue derived by 
this unit of government (by source or type and amount), 
Include all operating funds, including enterprise funds 
and federal grants, but omit bond funds used for con-
struction. 
3. Determine how much of the most recent year's revenues 
came from federal and state grants or are dedicated 
receipts from higher units of government. 
4. Determine how the funds are spent ( by purpose, function 
or activity). 
5. Assume that Congress does not reenact General Revenue 
Sharing, and does not provide substitute grants of the 
federal moneys. 
6. Project next year's revenues, minus General Revenue 
Sharing, and next year's needs, assuming a 7~% increase 
in salaries, fringe benefits and other costs. 
7. Determine the projected short fall in revenues and de-
velop a plan which will balance next year's budget. You 
may: 
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a. Assume that a new source of revenue is needed and 
prescribe the type of tax, fee or charge. You must 
justify your selection and explain why it is better than 
any other, or 
b. Assume that some government functions or services 
can be reduced or eliminated, but you must justify 
and explain the political ramifications if such cuts are 
made. Be specific, or 
c. Develop a combination of new revenue sources and 
reductions in services. Again you must justify your 
selections and indicate the political ramifications. 
Your commentary should include all of the above information 
so that the preceptor can make a full evaluation of your re-
search, decisions as to what you would recommend, and the 
logic and practicability of your analysis and recommendations. 
Remember that your explanations must be complete for your 
preceptor to understand them without additional information. 
Required Readings 
Bach, G. L. Making Monetary and Fiscal Policy. Washington, 
D.C., The Brookings Institution, cl971. ( Especially Chapters 
1, 2, 6, 7.) 
Ecker-Racz, L. L. The Politics and Economics of State-Local 
Finance. Englewood Cliffs, N.J., Prentice-Hall, 1970. 
Groves, Harold M. and Bish, Robert L. Financing Government. 
7th ed. New York, Holt, Rinehart and Winston, 1973. 
U. S. President. Office of Management and Budget. The United 
States Budget in Brief - Fiscal Year 1976. Washington, D.C., 
Government Printing Office, 1976. 
All required readings are subject to change. 
Suggested Readings 
Burkhead, Jesse. Government Budgeting. New York, John Wiley 
& Sons, 1955. ( Out of print. Library reference only.) 
Colm, Gerhard. Essays in Public Finance and Fiscal Policy. New 
York, The Oxford Press, 1955. ( Out of print. Library refer-
ence only.) 
Eckstein, Otto. Public Finance, 3d ed. Englewood Cliffs, N.J., 
Prentice-Hall, 1973. ( Foundations in Modern Economics 
Series.) Facts and Figures in Government Finance. 18th 
Biennial Ed. New York, Tax Foundation, 1975. 
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-The Financial Outlook for State and Local Government to 1980. 
New York, Tax Foundation, 1973. 
Groves, Harold M., ed. Viewpoints on Public Finance. New York, 
Henry Holt & Co. ( Out of print. Library reference only·) 
Lee, Robert D., Jr., and Johnson, Ronald W. Public Budgeting 
Systems. Baltimore, University Park Press. 
Management Policies in Local Government Finance. Washington, 
D.C., International City Management Association. 
Maxwell, James A. Financing State and Local Governments. 
Washington, D.C., Brookings Institution, 1969. 
Moak, Lennox L., and Hillhouse, Albert M. Concepts and Prac-
tices in Local Government Finance. Chicago, Municipal Fi-
nance Officers Association. 
Musgrave, Richard A. The Theory of Public Finance: A Study in 
Public Economy. New York, McGraw-Hill, 1959. 
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Unit 3 
Public Personnel Administration 
by 
W. Donald Heisel 
INTRODUCTION 
0. Glenn Stahl refers to personnel administration as "the 
totality of concern with the human resources of an organi-
zation.''1 
If this definition of personnel management is valid, then per-
sonnel is a concern of top managers. It is to ,this concern - top 
management's role in guiding personnel decision-making - that 
this unit is addressed. In this unit, we will assume that the 
participant is, or aspires to be, a top manager, and that a per-
sonnel agency exists within his jurisdiction headed by a com-
petent personnel administrator, to whom the details can be 
delegated. 
Why is good personnel administration important? In a material 
sense, it is important because, in many agencies, payroll and 
benefits constitute some 70% of total expenditures. The need to 
make this 70~ efficient is sufficient to justify substantial attention 
to the personnel function. 
10. Glenn Stahl, Public Personnel Administration, 6th ed., New York, 
Harper & Row, 1971, p.16. 
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But government needs more than mere efficiency; it needs to 
be effective as well. While this quality may be more ephemeral, 
and is certainly more difficult to measure, it lies at the root of 
the raison d, etre for most governmental services. Effectiveness of 
governmental programs, at any level of government, is heavily 
dependent on the quality of the employees rendering these 
services. The traditional civil service functions of recruitment, 
examination, selection, promotion and tenure are, of course, 
involved. But modem personnel administration goes well beyond 
this tradition. It must include attention paid to the motivation of 
these employees to do an effective job. This is particularly im-
portant in those functions where it is necessary for the employees 
to work independent of close supervision. A police officer, work-
ing a lonely beat by himself, may see a supervisor only once or 
twice during a tour of duty; he must have a strong motivation 
to perform effectively; otherwise he may become simply reactive 
instead of proactive. The me_asu~ement of effective performance 
is another important contr1buhon, one too often neglected. 
Training is necessary, regar~less of. the competence of the selec-
tion process. Particu~arly with _rapid technological changes, re-
training and updating ~f skills becomes important. Strong 
management is necessary if clear-cut goals and objectives are to 
be transmitted to the work force, and good pay policies are 
important if those who mee.t these goals are to be rewarded in 
proportion to their contribution. These are some of the important 
contributions that good personnel management can make and 
must make if government is to be effective. ' 
ORGANIZING FOR PERSONNEL MANAGEMENT 
Responsibility for personnel decision-making must lie with top 
management. Many public managers do not have the authority 
needed to carry out this responsibility. Independent civil ser-
vice commissions frequently have substantial powers over such 
personnel decisions as testing, selection, promotion, and position 
classification. Where these commissions exist as independent 
entities, the public manager sometimes finds that he must use a 
considerable portion of his time persuading the civil service 
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comm1ss1on to develop personnel policies compatible with the 
goals of his administration. The Municipal Manpower Commis-
sion, following a study in 1962, saw the independent commission 
as a principal impediment in the recruitment and retention of 
qualified administrative, technical and professional manpower, 
and recommended the abolition of the independent commission, 
or its reduction to ·advisory status.2 
The problem with the independent civil service commission 
frequently boils down to its provincial interest in the merit 
system, as contrasted with the manager's global interest in all 
facets of administration. Too often, the commission sees only its 
own legal responsibility, and the techniques it has developed to 
carry out this responsibility - to the point that, as one critic 
stated, personnel administration represents "a triumph of tech-
nique over purpose." 
The alternative model for personnel administratim:a ,._ one 
recommended by, among others, the National Civil Service 
League - provides for a personnel department under the chief 
executive, with a separate advisory commission to review rules 
and policies. 0 Under this procedure the chief executive would 
appoint a personnel manager, at the cabinet level, who would 
have authority to prepare rules and policies in all facets of per-
sonnel management, usually subject to approval of the chief 
executive and the legislative body. Through this type of organi-
zation, the personnel manager is part of the top management 
team; personnel decision-making is responsive to the needs of 
the total organization. 
The independent civil service commission was often created as 
a legislative response to the problem of administrative corruption 
or political spoils. As such, legislation usually gave the commis-
sion limited powers - powers intended simply to block corrup-
tion. Frequently such decisions were made before there was an 
identified body of knowledge known as personnel administra-
tion. Commissions' main concerns, therefore, are in such areas as 
examination, selection, job classification - the areas in which 
2Municipal Manpower Commission, Governmental Manpower for 
Tomorrow's Cities, New York, McGraw-Hill, 1962. 
0 This does not preclude a Department of Administrative Services which 
includes a personnel division. 
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corruption had occurred. Such laws are still on the books, even 
though the needs of administration, and the problem underlying 
such laws, have long since changed. Because of confusion: 
between their techniques and the principle of merit in public 
employment, commissions have been able to retain their powers. 
Some close observers also feel that the independent civil ser-
vice commission is still a necessary protection against patronage. 
They reason that patronage as a political concept is not dead; it 
is dormant in many jurisdictions only because of a vigorous 
independent civil service agency. Remove this watchdog agency, 
they reason, and patronage will return. Indeed, it is possible, in 
our pluralistic governmental system, to find places where patron-
age is alive and well. 
The problem, then, becomes one of trying to get the best of 
both worlds - sufficient protection against patronage, while at 
the same time devising ways in which personnel administration 
can make its potentially great contribution toward the success of 
the entire governmental enterprise. For in the final anaylsis, a 
personnel agency can be properly judged only in relation to 
this contribution. It is not an end in itself. It is a means of de-
veloping the human resources that are necessary to accomplish 
the missions of the employer - the public agency. 
How this is accomplished probably varies with different 
agencies. In the federal service, the U. S. Civil Service Com-
sion has retained much of its independence while still developing 
a strong role for itself in the formulation of federal personnel 
policy. By leaving implementation of most policy areas to line 
departments, it has succeeded in gaining wide acceptance of its 
policy leadership role, while at the same time minimizing its 
interference with line decision-making. In state and local agen· 
cies, wide diversity still exists. Some agencies have found success 
through strong executive-oriented personnel departments, and no 
independent commission and no apparent return to patronage. 
Others may well still need a watchdog agency. Even if decision-
making power is transferring from th~ independent commission 
to the executive, an independent adVJsory body might serve in 
such a watchdog capacity. Readers may find it helpful to conside.r 
the realities of their own situations, and then determine how 
best to secure an accepta hie degree of both goals, patronage 
suppression and effective management. 
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Functions of the Personnel Department 
The specific functions that are delegated to a personnel de-
partment depend on a number of factors: 
1. Legal requirements for centralization. There may be 
statutory requirements that must be fallowed; this is es-
pecially likely in states which have strong provisions for 
merit systems. 
2. Size of jurisdictions and their line departments. In 
larger jurisdictions, it is frequently desirable that person-
nel decision-making be decentralized to the operating 
level. Operating departments in h1rn have personnel of-
ficers. On the other hand, economies of scale may make 
it expeditious to centralize at least some functions. For 
example, in large jurisdictions it may be feasible to em-
ploy test techniques in large operating departments; in 
medium and small jurisdictions, this would be unlikely. 
3. Tradition of centralization. Some jurisdictions, especial-
ly small and medium-sized municipalities, have tradi-
tionally operated on a highly centralized basis. Excessive 
delegation to operating agencies would be out of char-
acter. While the reasons for centralization may have been 
lost in history, the tradition should be respected, and a 
change made only for compelling reasons. 
In any event, and even with the largest of jurisdictions, the 
principal personnel function to be retained centrally is that of 
policy formulation. It is at this level that the top manager must 
be concerned. He needs one staff person, called personnel direc-
tor, whom he can hold accountable for policy. The personnel 
director in turn needs the authority of the top administrator in 
enforcing policy decisions on all operating agency heads. 
While the specific functions to be performed within the person-
nel department may vary according to the degree of delegation 
of authority, the following functions should be performed either 
in the personnel department or under its policy control: 
1. Job analysis and salary administration. This includes 
development of a position classification plan, preparation 
of class specifications for each class, developing lines of 
promotion, developing a pay plan for all positions within 
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the agency, and administering the pay plan. With federal 
regulation through the Wage and Hour Act now a~-
plicable to state and local governments, this function 1s 
of primary policy importance. 
2. Staffing. This function includes ascertaining needs, re-
viewing proposals for additional positions, aggress~ve 
recruitment of qualified persons within an affinnattve 
action policy, testing and selection of new employees to 
B · 1 1· · and 1I vacancies, and developing promotiona po ic1es 
procedures for upgrading. . 
3. Performance standards and evaluation. This functton 
· k. ·th erat-
mcludes developing rating systems, wor mg WI op d 
ing agencies to develop performance standards, an 
developing means of motivation of employees - b~tb 
through positive motivational programs and through e-
velopment of fair disciplinary policies - to encourage 
employees to give their best. 
4. Training and development. The personnel department 
should develop a training policy which identifies its role 
as well as that of operating departments to assure a con-
tinuing program of preparing employees for top perfo~ 
mance and readiness for advancement. The policy shoul 
also provide for studies of training needs and should be 
consistent with affirmative action requirements. The per-
sonnel agency should also act as liaison for the jurisdic-
tion in dealing with outside resources, such as univer-
sities, which can be useful in upgrading employees. 
Safety training to meet the requirements of the Federal 
Occupational Safety and Health Act (OSHA) is also 
important. 
5. Employee and union relations. This includes represent-
ing the agency in negotiations and other relationships 
with employee organization; developing a grievance 
procedure for all employees, union and non-union; pro-
vision of appropriate health and insurance services, and 
the administration of such other programs( employee rec-
reation, service awards, etc.) as the agency finds feasible. 
6. Employee communications. The personnel department 
should develop a communications program so that all 
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employees have access to necessary information, and so 
that there is adequate upward as well as downward com-
munication. 
7. Other functions. The personnel department should be 
the central depository of personnel records, and analyze 
these records as the basis for recommendations to man-
agement. It should also be involved in the administration 
of employee benefit programs, the separation process, 
personnel research, and such other functions as it finds 
necessary in the interest of top management as well as 
employees. 
While this list is not detailed, it does provide an overview of 
the range of personnel activity. 
Size of Personnel Department 
There is no absolute standard for gauging the size of the per-
sonnel department. The degree of centralization of personnel 
functions, and the size of the employee population served, are 
the key variables. 
Typically, a personnel agency will employ one staff member 
for every 200-250 employees - a ratio of .4 to .5 per 100 em-
ployees of the jurisdiction. Larger agencies tend to have fewer 
personnel employees in proportion to the number of covered 
employees. This is partly a matter of economy of scale, and partly 
a matter of increased delegation of functions to operating agen-
cies. Smaller jurisdictions, with less decentralization, tend to be 
proportionately larger, commonly ranging up to .7 personnel 
employees per 100 jurisdiction employees. Some, however, range 
as high as 1.8 per 100. 
Size of Personnel Budget 
As the budget tends to follow staff size, there is no standard 
personnel budget per employee. Further, with increased inflation, 
dollar figures tend to get out of date quickly. As a general rule, 
however, a 1972 survey showed large cities spending from $20 
to $50 per employee on their central personnel agencies. Smaller 
cities tended to be higher; it was not unusual to find cities with 
personnel costs over $100 per covered employee.3 
BThe International Personnel Management Association, 1313 East 
60th Street, Chicago, Ill. 60637, publishes data on personnel staffs and 
budgets biennially; available only to IPMA agency members. 
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PUBLIC EMPLOYEE LABOR RELATIONS 
With few exceptions ( Philadelphia, New York City, Cincin-
nati), the rise of public employee unionism was a phenomenon 
of the 1960's and 1970's. It is now estimated that over four million 
public employees are collectively represented by labor organiza-
tions, either unions or associations. In the federal service, over 
half the federal employees are in bargaining units which have 
exclusive representatives. Over three-fourths of the states have 
passed some type of legislation regulating the collective relation-
ship for at least some of their employees. At least twenty states 
have passed rather comprehensive legislation, usually based on 
the National Labor Relations Act as a model. While some cities 
have not yet been exposed to collective bargaining, their ranks 
are shrinking almost daily. Unionism is now one of the most 
significant developments affecting the public administrator. 
Definition of the Bargaining Relationship 
In some localities, unions exist with little or no power. They 
may be consulted by management, or permitted to speak at 
public hearings of the legislative body, but management still 
makes all decisions unilaterally. 
Collective bargaining goes far beyond this consulting type of 
relationship. Bargaining is the process of meeting and attempting 
to reach agreement on issues involving terms and conditions of 
employment where the parties are legally equal at the bargaining 
table. Either party has the right to withhold agreement. Thus 
decision-making is bilateral, not unilateral. 
Thus the important change is in the process of decision-making. 
Management can no longer decide by itself. It must attempt to 
persuade union representatives to its viewpoint rather than man-
date a resolution. Skill in negotiation, formerly needed in other 
areas of decisipn-making, are now important in the area of em-
ployee relations, and affect the budget through allocations for 
payroll and benefits. 
Legal equality of the parties does not necessarily mean real 
equality. Relative power is a variable from place to place, and 
from time to time. It depends on many specific conditions. For 
example, at one time, management may have relatively more 
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power because unemployment is high in the community, or be-
cause a strong city council is willing to press for a tight budget. 
At a different time or place, management is relatively weaker 
because council leadership is pro-union, or because it is difficult 
to recruit workers, or because money is relatively plentiful and 
council is willing to spend. 
One of management's key considerations, at a given point of 
time, is its assessment of its strength in relation to that of the 
unions with which it is dealing. Generally, the top manager has 
a better information base on which to make such a judgment 
than his personnel director or labor relations expert, as he is 
more likely to be able to estimate the views of legislators. 
Organizing for the Union Relationship 
The chief executive is ordinarily responsible for the conduct of 
relationships with organized employee representatives. Results of 
collective bargaining have important impacts on the budgetary 
process as well as on the budget itself. Even more important, 
bargaining impacts the decision-making process itself, and the 
ability of the executive to manage. Bargaining is shared decision-
making. If, through ineptness or weak management, the union 
wins the right to participate in a wide range of decision-making, 
management's ability to manage is curtailed. Many unions seek 
to include, in their contracts, such subjects as deployment of 
personnel, minimum number of persons in a work unit ( a fire 
company, for example), or program policies. Some years ago, 
for example, New York social workers struck over the issue of 
the level of welfare benefits to be paid their clients. On the other 
hand, many managements have been successful in negotiating 
strong management rights clauses that give them unilateral deci-
sion-making rights in all areas except terms and conditions of 
employment. 
If the chief executive is responsible for union relations, he 
needs to have one person responsible to him who handles the 
day-to-day union relations as well as the negotiations which occur 
periodically. Except in small agencies, which cannot afford spe-
cialized staff, the chief executive is well advised to stay out of 
actual negotiation. This process takes more time than most chief 
executives have. It also takes a kind of expertise which is not a 
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required skill for top managers. Finally, it is helpful in bargaining 
for the city's negotiator to be able to temporarily withold agree-
ment for purposes of consultation. If the chief executive himself 
is negotiating he has no excuse for delay, and might make an 
irretrievable com mi tmen t. 
However, this does not suggest that the labor negotiator be a 
mere errand boy. He must have sufficient authority to negotiate. 
The union must have confidence that if they conclude an agree-
ment with him, it is likely to be approved. He need not have 
absolute final authority; after all, the union committee likewise 
can only recommend, subject to membership ratification. It is a 
question of good faith on both sides; the labor relations official 
should be able to recommend effectively. 
Assuming that the personnel director is responsible directly to 
the chief executive, the assignment of labor relations to the per-
sonnel director has some strong advantages. It ties labor relations 
in with other personnel functions organizationally. It lessens the 
chief executive's span of control. It centralizes in one office all 
union contacts with central, as distinguished from line, manage-
ment. On the other hand, in the largest jurisdiction, with multiple 
bargaining units, there may be need for a staff of negotiators. 
Also, in jurisdictions where the independent civil service com-
mission appoints the personnel director, the chief executive may 
be unwilling to assign labor relations to a person over whom he 
has no official control. In addition, the executive must consider 
the competence of the personnel director as a negotiator. When 
labor relations is not a part of the personnel department, the chief 
executive must make sure that the persons responsible cooperate 
fully, as the personnel department cannot help but be intimately 
involved in terms of policy formulation and in contract admin-
istration. 
Formulation of Labor Relations Policy 
The initiation of a collective relationship with one or more 
unions represents a loss to management, in the sense that it 
shrinks management's ability to make decisions. Therefore, many 
managements resist unionism. Whether this is a sound response 
is debatable, and certainly is a policy question. 
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In many states, the decision is being made for management, 
in the form of a statute declaring a state policy. These statutes 
typically establish the right of public employees to organize and 
be represented by unions, and impose a duty upon public em-
ployers to recognize and bargain with unions. In these states, 
the issue ceases to be whether, and becomes simply how, to deal 
with unions. 
In the absence of a statute, many local legislative bodies have 
made similar decisions to recognize unions, which are binding on 
their administration. Specific policies vary widely. An analysis of 
basic policy considerations is contained in State-Local Employee 
Labor Relations,4 and need not be repeated here. 
However, even when state or local legislation establishes 
ground rules for the union management relation, the chief ex-
ecutive must be concerned with administrative policy. Within the 
framework of the statute, for example, he can decide whether 
he wants to embrace unionism, or simply to meet minimum stan-
dards and to restrain the union as much as possible. There is a 
continuum from harmony to extreme militancy; the chief executive 
must guide his subordinates to whatever point on the continuum 
he wishes. As a general rule, many administrators seek a middle 
position. They refrain from any attack on the union, on the basis 
that it is generally counter-productive. Likewise, they refrain 
from the other extreme, preferring to retain as many manage-
ment rights as possible. A posture of peaceful coexistence can 
usually be effective. 
Another administrative policy relevant to unionism is the de-
cision on the general level of economic benefits the chief exec-
utive wishes to provide agency employees. While this decision 
is also required without a bargaining relationship, it is quite 
important to the bargaining when a union appears. An agency 
which seeks to provide top economic benefits for its employees 
generally can accommodate to bargaining easier than one which 
seeks to maintain low salaries and benefits - assuming, of course, 
that resources exist to pay adequately. 
4State-Local Employee Labor Relations, Lexington, Ky., Council of 
State Govc•rmnents, 1970. 
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Executing Labor Relations Policy 
No policy is self-executing; labor relations policies are no ex-
ception. But the price of poor execution may well be higher in 
labor relations than in other policy areas. Employees tend to 
compare themselves with others; unions seek the best conditions 
found in any branch of the agency. To avoid whipsawing, there-
fore, labor relations policies should be administered as uniformly 
as possible. Further, it should be kept in mind that many benefits 
gained at the bargaining table are lost through inept contract 
administration. 
Equitable and consistent labor relations administration requires, 
first of all, good communications. Some jurisdictions have been 
known to withhold copies of the labor agreement from super-
visors, even though these supervisors are responsible for living up 
to its terms. But a copy of an agreement, in itself, is not good 
communication. It usually requires training so that field super-
visors can interpret it. Particularly when new clauses are nego-
tiated, information on the changes must be transmitted to all 
supervisors. 
A central labor relations agency should also review personnel 
actions for consistency with the labor agreement. Here again is 
good reason to tie labor relations into the personnel function. 
The central personnel agency usually reviews personnel actions; 
it can do so with one eye on the labor contract if this is the stated 
mission. 
Grievance Administration 
With or without unions, a grievance procedure is among the 
more important employee relations tools. All employees need the 
opportunity to appeal decisions if the need arises. 
A grievance procedure is just that. It is an orderly procedure 
for processing grievances through successively higher ranks of 
management. The process starts with the immediate supervisor, 
the official who probably made the decision being appealed. 
If this supervisor cannot satisfy the employee, the latter has the 
privilege of carrying the grievance higher, without recrimination 
for going over the head of his boss. The specific steps in the 
grievance process vary according to agency policy or union con-
tract; typically, there are three or four steps short of arbitration. 
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The highest step within management is either the chief executive, 
or a person ( or sometimes a committee) who speaks for him. 
Typically, union representation is allowed, if the employee is a 
member of the bargaining unit, at least after the first step. Union 
representation is frequently desirable. The union ordinarily 
knows its contract at least as well as management; one of the 
principal purposes of the grievance procedure is to permit the 
union to protect the contract. Union representatives are usually 
more articulate than the average employee, thus helping manage-
ment to gain a clear understanding of the problem. Unions are 
frequently useful in editing out unworthy grievances. 
Management must also decide, and get into the grievance 
clause, a definition of a grievance. Some management prefer to 
let ~mployees use the procedure to get things off their chests. 
Others prefer a narrow definition - an alleged violation of the 
union agreement, or a law or rule governing employment con-
ditions. The latter definition is more often used where binding 
grievance arbitration is provided as the terminal step of the 
process. This not only reduces the number of possible grievances 
which could be taken to arbitration, but it also gives the arbitra-
tor a guideline to use in judging the merits of the grievance. His 
job then is to interpret and apply the terms and conditions of the 
contract or law, rather than to decide, in his own wisdom, what 
employment conditions should be provided. 
Arbitration: Referral of a grievance to a neutral arbitrator as 
the final step of grievance appeal is almost standard practice in 
private industry, and is a growing practice in government. From 
the viewpoint of a union, arbitration is necessary protection to 
the benefits incorporated in the contract. Unions also perceive all 
levels of management as interlocked; they find top management 
reluctant to overrule lower levels. While few managements wel-
come arbitration, they have accepted the basic equity of the 
process. 
Existence of neutral arbitration imposes a burden on manage-
ment to present its case effectively. This requires expertise. While 
many managements hire attorneys for this purpose, others have 
competent labor relations directors who can perform this mission. 
Whoever presents management's case before the arbitrator should 
be involved in the decision on the last step of the grievance 
within management, as he would have the .clearest insight into 
how an arbitrator might rule. There is seldom any point in 
forcing the union to take a case to arbitration if management is 
sure it will lose. The cost of arbitration, usually divided equally 
between the parties, can be significant. 
Labor Relations - A Summary 
This discussion was intended to illustrate some of the policy 
concerns when employees organize, and to emphasize the need 
for expertise within the jurisdiction. Union representatives are 
full-time experts. The power equation is off balance if manage-
ment is represented by an amateur. However, the chief executive 
cannot relinquish his accountability for results. He needs to be 
in constant communication with his representative, to furnish 
leadership and guidelines. He needs also to make sure that his 
labor relations policies are followed throughout the jurisdiction.s 
AFFIRMATIVE ACTION IN SELECTION AND 
PROMOTION 
Of equal importance to the problem of labor relations is the 
problem of equal employment opportunity, and the federal man-
dates for affirmative action to achieve equal opportunity. 
Equal employment opportunity is not a new concept. Civil 
service laws generally require that selection be made on the basis 
of merit, to be ascertained through the examination process; some 
laws, in fact, specifically exclude race, religion, politics, or na-
tional origin from consideration. As long ago as World War II, 
President Roosevelt issued an executive order banning discrim-
ination in federal employment. 
But the progress of minorities and women in employment, in-
cluding in governmental employment, was slow. Many jobs were 
restricted to males only. Equal employment opportunity usually 
meant equal opportunity for those minorities who applied. Thus 
most merit system agencies merely opened their doors to all ap-
5For ideas on handling specific problems, see W. D. Heisel, Ques-
tions and Answers on Public Employee Negotiation. 
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plicants, without expressing any concern for the fact that many 
minorities refused to enter. Why didn't they? We know now that 
minorities often felt they were not wanted. Subtle forms of dis-
crimination occurred in most personnel agencies. Brusque treat-
ment, being made to wait longer than whites, examinations cast 
in the mold of the white middle class - all of these and other 
forms of subtle discrimination were common. 
Fwthermore, qualifications to apply for many jobs were set 
high, and kept many minorities from applying. Requirements 
of a college degree, and sometimes even of a high school diploma, 
resulted in rejection of a higher proportion of blacks than whites. 
These actions were not confined to governmental agencies; 
private industry was at least as guilty. The result has consistently 
been a higher unemployment rate among blacks especially, and 
a lower average income for those blacks who actually held jobs. 
It was not unusual to find blacks overrepresented in the labor 
ranks of a governmental agency, while the higher echelons were 
nearrly 100% white. 
Recognition of this condition as a problem evolved over time. 
It was accelerated, particularly in the private sector, by the Civil 
Rights Act of 1964. It was accelerated even more by the Griggs 
vs. Duke Power Co. decision of the Supreme Court in 1971.6 
And, as far as state and local government was concerned, it was 
accelerated even more by the 1972 amendments which extended 
the Civil Rights Act to these governmental agencies. 7 
The Griggs Decision 
The Griggs decision has had tremendous impact on personnel 
selection. Briefly, this case arose as a result of a complaint by a 
black laborer that he and other blacks had been denied adequate 
consideration for promotion within the company. At one time, 
the company had clearly discriminated; blacks could only be 
laborers. With the passage of the Civil Rights Act of 1964, the 
company abandoned its policy of discrimination, but in its place 
0401 u. s. 424. 
7Federal guidelines and a good discussion of test validation in rela-
tion to EEO are -contained in a special 1973 report published by IPMA, 
Content Validity: A Procedural Manual. 
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it established a high school educational qualification, and a writ-
ten test, as requirements for promotion to jobs higher than 
laborer. 
The Supreme Court ruled that any test given for employment 
that had the effect of barring minorities in greater proportion 
than the majority had to be proven job-related. 
This is a significant statement. In the first place, the burden 
of proof was switched from complainant to the employer. No 
longer could the employer use any test he wanted; he had the 
burden to prove it was a "business necessity," in the Court's 
phrase. To do so, he had to be able to prove that persons who 
did not pass the test could not do the job, and those who did 
pass it could. This requirement of validating aII tests which had 
a discriminatory effect is difficult to meet, and is the heart of 
current testing problems. 
In addition, the decision had the effect of barring any qualin-
cation which had a discriminatory effect. For example, an educa-
tional qualification which could not be met equally by blacks 
and whites could not be imposed unless the employer could 
prove that only persons with the required level of education 
could do the job. This would presumably permit educational 
qualifications for professional work, as an example, but prohibit 
general educational qualifications _ the possession of a degree, 
regardless of its relevance to the duties to be performed. 
Problems of Test Validation 
~.esting historically had perhaps its biggest use as a ."screeni~g 
out device; this is what the Court outlawed. Few pubhc agencies 
actually proved that their tests produce better employees. But 
they were satisfied that the candidates who survived the tests 
were satisfactory, and most written tests were the cheapest means 
of reducing an unwieldy number of candidates down to a man-
ageable group. Further, they often reasoned that tests were a 
better system of selection than patronage, which was the system 
they had replaced. 
The Court required validation in case of discriminatory effect. 
( Note that bad intentions wer~ not relevant; only the effect.) 
Fu~hermor~, the validation process required that the test be 
vahd for mmorities as we11 as for the majority. 
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Test validation is a complex task, best left to experts. From 
the viewpoint of management, then, the answer is simple; hire an 
expert. But he will have problems. In many agencies, there may 
be too few minorities to form an experimental group. Thus dif-
ferential validity may be impossible to establish. Furthermore, 
many jobs require diverse skills and abilities. Management has 
not often thought out precise requirements, for example, for a 
police officer. Studies have shown that "personality," whatever 
that is, is responsible for most on-the-job problems; relatively few 
persons are ever dismissed for incompetence. How, then, are 
qualifications established for such jobs? Finally, even under the 
best of circumstances, the small number of psychometricians, and 
their cost, represent problems for managements which sincerely 
want to validate their tests. 
Affirmative Action 
One answer - the answer most popular with regulatory agen-
cies - is the establishment of affirmative action programs which 
produce balanced labor forces, thus meeting the requirement of 
the Griggs decision, which only applies if the selection process 
is discriminatory. 
An affirmative action program is one which agressively seeks 
candidates, both for entry and for upgrading, in such a manner 
as to reflect in the work force the proportion of minorities found 
in the population. It recognizes that, for whatever reasons, minor-
ities may not have applied for employment in proportion to their 
numbers, and may not be qualified, without special effort, in 
proportion to their numbers. It then seeks ways of overcoming 
these deficiencies. 
The first step is to find the facts: are minorities underrepre-
sented, and if so in what categories? An inventory of the present 
employee population reveals this information. Depending on the 
facts in a given jurisdiction, an affirmative action program is de-
signed. Typically, this will include four elements: 
I. Affirmative recruiting. If, for example, blacks are under-
represented in the work force, a recruitment campaign is 
designed to attract them. This is likely to enlist the sup-
port of black leadership, and to emphasize those charac-
teristics of the work which are likely to appeal to blacks. 
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2. Review of qualifications required. For each job family in 
which minorities are underrepresented, review the entry 
requirements to determine if they are discriminatory and 
if they are essential. For example, a police force in a 
community with a large Latin American population will 
have a virtually impossible recruitment task as long as it 
retains· a 5'9" minimum height qualification. It should, 
therefore, review the necessity of this requirement. 
3. Training. A large number of public agencies will find, 
through inventorying their employee populations, that 
minorities may be adequately represented only in the less 
skilled jobs; higher positions are generally held by white 
males. Compensatory training and education may be nec-
essary in order to overcome a long history of discrim-
inatory education. One might argue that the government, 
as an employer, is not responsible for the past discrir?-
ination in education, or for the fact that minorities m 
the past may have been denied the opportunity to get 
good work experience in the private sector. However, 
such an argument, while perhaps valid, becomes irrel-
event when a public employer honestly seeks a balanced 
work force. The only way in which minorities can rise in 
the agency is through obtaining the necessary qualifica-
tions, and the only source of help in getting these qual-
ifications is through the agency itself. 
4. Establishment of goals and timetables. Job quotas are 
illegal. But, in true management-by-objectives style, fe?-
eral agencies frequently urge establishment of goals, m 
terms of increased numbers of minorities to be employed 
within set time limits. In some instances, courts have 
established such targets. The purpose is obvious - to 
keep the employer's feet to the fire. 
No law, court decision, or federal regulation of which this 
writer is aware requires that unqualified persons be hired. The 
problem is to establish appropriate qualifications required by the 
duties to be performed; to assist prospective and prese~t e~-
ployees to meet them, and to enlist the support of the mmonty 
community in making it known they are welcome. 
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Affirmative action programs can work. Dayton, Ohio, for ex-
ample, launched a program for the recruitment of police officers 
by appointing a black personnel recruiter, who in turn formed 
a black advisory committee. Through the committee, media 
which were popular in the black community cooperated in 
making known the City's policy. Many black applicants were 
thus obtained; the question was then would they qualify. To 
help, the City sponsored a pre-test training program in how to 
apply for a police job, and how to take the Civil Service test. The 
result was a police class of 46% black in a city with 300"; black 
population. 
Interview panels which include blacks are useful in giving 
blacks confidence that the cards are not stacked against them. 
Background investigations must be carefully evaluated in recog-
nition of the fact that historically in most cities, it has been easier 
for a black to be arrested than a white. Written tests must be 
evaluated with regard to the level of language difficulty, so that 
a college-level vocabulary is not required on a test for a job 
which requires only a high school level. These and many other 
possible actions, perhaps unintentionally discriminatory, need 
review if affirmative action is to be meaningful. 
Some Unresolved Problems 
The best affirmative action program will require a lot of man-
agement ingenuity, and top management support. Minorities, 
particularly blacks, are having a tough upward struggle. In 1970, 
according to Census estimates, the average black had two years 
less formal education than the average white. This difference 
may diminish over time, but it will be a long time before it can 
be entirely eliminated. 
Too often in the past, minorities have been denied the jobs 
which build good work experience - experience legitimately 
required for many higher jobs. Many jobs require this experience 
for which in many cases education is not an adequate substitute. 
It will take time to provide these opportunities. 
Civil Service regulations and laws sometimes interfere with 
affirmative action. The typical Civil Service requirement to ap-
point from the top of the list - from the first three or the first five 
- means, that, particularly in a plentiful labor market, highly 
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qualified ( perhaps in some instances overqualified) whites may 
have to be appointed, even though the eligible list contains a 
number of minorities just a few points lower on the list. Some 
authorities have been advocating broader certification procedures 
to overcome this problem. 
It is not unusual for a public agency to experience a budget 
crunch, during which employment opportunities may be reduced 
or eliminated just at the time when, perhaps even under a court 
order, the agency should be affirmatively seeking minority 
candidates. 
Finally, the morale of the majority must be closely watched, 
because of widespread fears of reverse discrimination. This is 
especially a problem in decisions on upgrading. For example, if 
an agency sponsors training for promotion, it would usually be a 
mistake to limit attendance to minorities. The goal had best be 
to open it to all, and to provide, through the training, a truly 
equal base for all employees. In such a case, the minority em-
ployees are likely to do proportionately better than if no training 
were provided to any of the employees. The problem is accen-
tuated in jurisdictions which are relatively static; rapid growth 
might permit absorption of large numbers of minorities, but in 
static agencies, this is proving difficult without risking reverse 
discrimination. 
Affirmative Action - A Summary 
National policy has been determined by the Congress: there 
shall be no bias in employment because of race, sex, religion, or 
national origin. The laws and the courts do not look at the intent 
of the employer, but simply at the effects of his actions. The 
debate on the wisdom of the policy is now over; it is manage-
ment's task to implement it. In spite of many problems, such 
progress has been made by many employers - frequently under 
prodding by the courts. 
Only members of a minority are truly sensitive to the various 
forms of discrimination existent in our society ( ask your wife 
about the many subtle forms of discrimination against women). 0 
Management, therefore, needs strong input from its various mi-
0 Note the bias in this statement; it assumes that the reader is a white male, 
and thus implies that minorities are not included in this program. 
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nority communities in order to develop programs that will min-
imize discrimination. The major efforts should be directed toward 
recruitment, elimination of discriminatory qualifications require-
ments, and training. 
ADMINISTRATIVE COMMUNICATION 
Communicating within management is a responsibility of top 
management rather than the personnel staff. However, inasmuch 
as communication exists among people, "personnelists" should be 
capable of assisting management so that communications be-
comes a constructive tool toward effective performance. 
Communications is the process of conveying meaning and 
understanding throughout the organization. There are many 
problems which make it difficult to translate the process of issuing 
words into the transmittal of meaning and understanding. 
1. Semantic problems. Not all people have comparable 
vocabularies. Furthermore, many English words have 
multiple meanings. Each region of the nation has devel-
oped its own language variations, its own expressions, 
many of which are not understood elsewhere. Care must 
be taken to use the right words for the specific audience 
with whom you wish to communicate. 
2. Trust. Lack of trust in the source of communications ( i.e., 
management) produces a skepticism among many em-
ployees that the communication is not honest. If I don't 
trust the source, I don't believe the message. The devel-
opment of trust is a long-range problem for management. 
Credibility can be developed only over time, but can be 
destroyed instantly with one incident. 
3. Word symbolism. Some words have symbolic meanings. 
The emotional reaction thus produced prevents rational 
acceptance of the communication in which they are con-
tained. Words like bureaucrat, management rights, and 
union shop are inflammatory to some audiences. 
4. Psychological static. This is a catch-all category of prob-
lems, all alluding to the fact that people react as people 
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to communications. For example, many people try to hear 
what they expect, or want, to hear. Hint that a promotion 
is possible and the employee hears a promise of promo-
tion; that is what he wants to hear. Many people ignore 
information which conflicts with what they already know 
or believe. They don't want to be proven wrong, so they 
tune out contrary information. 
5. Silent communication. Many people judge messages 
more by how they are transmited than by the content. 
Tone of voice, poorly timed messages, failure to com-
municate at all when a message is expected - all of these 
and many others can cause communication problems. 
Once this writer failed in an effort to recruit black police 
officers because of a picture on a poster, which showed a 
black police officer. The problem was that he was a 
veteran patrolman, with several hash marks on his sleeve. 
Blacks interpreted the message that blacks would be 
hired, but never promoted. 
Most of these problems can be avoided simply by being aware 
of their existence. Any communication can be reviewed before 
issuance with these problems in mind. In addition, it is essential 
that feedback be obtained: what was the effect of a communica-
tion? Did the employees understand it? Did it create any prob-
lems for lesser supervision? In face-to-face communication, 
feedback is easy to obtain; simply ask the person with whom you 
are talking. Written communication does not provide this op-
portunity for feedback. It can be obtained indirectly through 
others, and by gauging results, in the form of effects on produc-
tion or whatever the problem was. 
Role of the Personnel Department 
As previously indicated, the personnel department can be quite 
useful in a communications program. It should be sensitive to 
employee relations problems, and to the effects of management 
communications. It can also take responsibility for certain aspects 
of the employee communications program. 
For example, many employees want to feel a part of the or-
ganization, and want to know what is going on that affects them. 
A good employee newsletter can be published by the personnel 
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department to meet employee needs for information. It is a good 
vehicle for disseminating policy information. Similarly, regula-
tory information - the rights and privileges of employees - needs 
to be disseminated clearly, so employees know where- they stand, 
and what is expected of them. A well-written employee manual 
is important. Even such administrative tools as job descriptions 
are forms of communications, and should meet the criteria for 
good communications. 
Upward Communication 
While the foregoing applies essentially to communication from 
management to workers, upward communication deserves some 
attention. A good rule to follow is never to seek upward com-
munication - from workers to management - unless you are 
prepared to do something about it. 
Attitude surveys are good methods of obtaining employee 
views. These are difficult to construct and evaluate; most man-
agements find it desirable to hire an expert to construct and 
administer a survey. In this manner, management learns how 
employees feel about work and working conditions. They may 
have some sound ideas; but the mere act of seeking their ideas 
through an attitude survey requires a willingness on the part 
of management to follow through - to implement sound ideas. 
Similarly, management can learn much through other devices, 
such as a grievance procedure, or a suggestion system, or through 
meeting with a union committee. These are all areas in which 
the personnel department can articulate employee thinking and 
thus make management aware of how employees think and feel. 
The simplest method of upward communications is perhaps 
the most effective - being a good listener. This is an art few 
have mastered. It involves first of all a willingness to meet with 
someone - an employee, a citizen, or whoever has something 
worth listening to. In such a meeting, good listening requires 
undivided attention, not the common act of preparing one's next 
statement while the other party is talking, but really hearing him. 
It frequently requires a willingness to repeat the other party's 
ideas, in your own words, to be sure you understand him; this 
gives him feedback and the opportunity to correct any misinter-
pretation. It also has the advantage of forcing you to really listen 
to him. 
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Face-to-face meetings with employees of lesser ranks frequently 
pose other problems than the ability and willingness to listen. The 
«open door" policy does not necessarily invite employees to come 
in - especially if the open door is effectively blocked by a bat-
tery of secretaries demanding to know the employee's business, 
or trying to shunt him to someone else. Status differences are 
important to most employees; the executive who wants employ-
ees to feel free to come in must make his actions, and those 
of his office, consistent with this desire. 
Communications - A Summary 
This quick review of communications disguises its importance; 
it requires constant management attention.a If there is one single 
most important attribute required for good communications, it 
is attitude - the desire to deal with employees as humans, to 
recognize their needs and aspirations. The techniques are simple: 
and can generally be left to the personnel experts. The attitude 
must come from the top. 
TRAINING AND DEVELOPMENT 
While the details of employee training and development can 
usually be left to the personnel department, top management 
must establish the policy and provide the resources to do the job. 
Also, at key levels, management must take an active role. 
Defining Training Needs 
Too often, employers launch training programs without know-
ing why. They accept that training is a good idea, that it can't 
hurt the employees, and that if it is good for General Motors 
it is good for their agencies. This is a good way to waste 
resources. 
BFor a good discussion of communications problems, see George 
Strauss and Leonard Sayles, Personnel:The Human Problems of Management, 
3d ed. Englewood Cliffs, N.J., Prentice-Hall, 1972. 
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Any training effort should begin with an assessment of needs. 
In which areas of an organization is turnover high, so that many 
replacements will be needed in the near future? How many ex-
ecutives are scheduled for retirement shortly? What functions are 
likely to expand and need more workers? What units are operat-
ing at less than satisfactory performance levels? In what units 
will technological changes occur? In what units are employees 
having difficulty in qualifying for promotion? 
Answers to these questions provide a rational basis for the 
assignment of resources for training and employee development. 
Without an assessment of these needs, management may simply 
go along with the latest fad in training, or dissipate resources on 
programs which might be enjoyable to the employees, but fail to 
impact agency perfo~ance. 
Developing a Training Policy 
Training is one personnel function that must be divided be-
tween operating units and the central agency. A clear policy 
setting forth the responsibilities of each is essential. 
Most training must take place on the job, and therefore is 
within the domain of operating management. Classes are fine 
for some types of training, but most operations, particularly at 
the level of execution, can only be learned by doing. The role of 
supervision as trainers should be identified in the policy state-
ment, so it is not slighted. 
The policy should also spell out the role of the central person-
nel agency. Usually this includes, as a minimum, the stimulation 
of training in the various departments; the handling of inter-
departmental training programs; the development of relation-
ships with such external training resources as might be necessary, 
such as universities and other schools; the development, and 
possibly the administi-ation, of tuition reimbursement programs, 
and the development of supervision's capacity to train. 
Between these extremes there are gray areas that must be 
assigned through management policy. What group, or classroom 
training, should line departments do? Should all group training 
go through the personnel agency, or should large line units have 
their own training sections? An unassigned responsibility won't 
be carried out. Management should specify responsibility. 
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Developing Future Managers 
In most instances, technical training, particularly at the per-
formance level, can be left to operating departments to work out 
with the personnel department's help. Top management, how-
ever, must get involved in the development of management skills 
and the preparation for promotion into and within management 
ranks. 
Too often, agencies give courses for managers in how to or-
ganize, how to supervise, and the like, and assume they are 
preparing future managers. While these courses may be useful, 
this approach omits the key factors _ work experience. Most 
people learn best by doing. Management can provide a learnin~ 
environment on the job if it understands the importance of thi5 
type of experience. 
The first step is to identify needs for future managers - hoW 
many, where the needs are likely to be greatest, the type of ba~k-
grounds needed prior to training. Then the pool of potenti~l 
trainees must be identified. What levels of education and experi-
ence already exist in the agency? Then some method of selecting 
trainees is needed, assuming there are more possible candidates 
than the agency can afford to select. 9 This can be a problern 
in civil service agencies, particularly where promotions are based 
on competitive examinations. One possible solution is the use 
of the exam process to select the trainees. 
Once the pool of trainees is known the training work begins. 
Part of the development process migh~ be classroom work, ei~er 
in house or at a university. But a big part should be on the J?b. 
Use of the trainees as understudies and as replacements for sick 
or vacationing executives; use of trainees on committees or 
task forces developing policy or programs; assignment to other 
parts of the jurisdiction for broader experience; assignment as 
agency representative to national technical organizations or com-
mittees; attendance at national conferences, seminars, or work-
shops; these techniques give prospective managers bro~der 
insights, and a chance to show what they can do. It also gives 
top management the opportunity to observe them in action, to 
determine what capability they really have when put to the test. 
OThis prohlem is dealt with in tlw U.S. Civil Service Commiss~on 
pamphlet, Cmv;iderations in the Jdeutifirntiun of Management Potential, 
Washington, D.C., Gove_•ru11H·11t l'rinti11g Offic:<·, August l 97:3. 
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Training and Development - A Summary 
In any organization of reasonable size, training should be a 
continuing responsibility of the personnel deparhnent, not some-
thing put aside in favor of more pressing work. A policy state-
ment from top management helps to solidify training as an 
on going responsibility. 
Most training and development work can be delegated by 
management, but the chief executive should support training 
activities and should be personally involved in the development 
of future managers. 
MOTIVATION - KEY TO PRODUCTIVITY 
There is little argument that management must motivate em-
ployees to do their jobs. There is considerable dispute, however, 
as to how this can be done. And, there is too little concrete 
evidence of the results of speciflc techniques. Motivation is the 
subject of considerable current research. The career manager is 
well advised to continue reading extensively in personnel jour-
nals, as new information is reported. This paper will deal with 
the current status, and will concentrate on participative man-
agement and its apparent advantages, particularly in a public 
setting. 
At the risk of over-simplification, motivation can be accom-
plished in either of two ways: positive inducements to produce -
the carrot approach; or negative sanctions for failing to produce 
- the stick approach. More and more evidence is accumulating 
that the carrot is better than the stick. 
Discipline: the Negative Approach 
If you are a fire chief, in charge of fighting a major blaze, 
you will give firm orders, which you expect to have obeyed 
literally. Any firefighter who refuses to follow a direct order 
under emergency conditions is likely to be instantly dismissed. 
There is no time for democratic discussions of how the task 
should be approached, no group decision-making, nothing but 
strict compliance with orders. Lives might otherwise be lost. 
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This is an example of authoritarianism; in this context it is fully 
justified. 
Rarely is strict compliance with orders a life-or-death matter. 
Yet authoritarianism as a supervisory stance exists in many 
agencies, public and private. Until the development of the 
behavioral sciences, authoritarianism was the common super-
visory stance. It was based on the assumption that work was 
distasteful to the average employee. He therefore had to be 
h. to told what to do, and had to have someone stand over im 
make sure he did it. 
The only positive inducement to work according to this schoofl 
' t 0 
of thought, was the worker's paycheck. Anyone who got ou . 
line could be dismissed or otherwise penalized. These negative 
sanctions deprived the employee of his only reason for employ-
ment - earning a living. 
Authoritarianism still persists, not only in emergency ~itua-
tions such as firefighting, but also in organizations in w~ich a 
number of relatively unskilled workers are engaged ID an 
operation which requires a high degree of coordinated effort. 
Automobile assembly lines are the example often cited. Each 
worker performs one small part of an integrated process; super-
vision must assure close coordination. 
Some of the attention now being given to job satisfac~?n is 
being directed at what is called the "blue collar blues, the 
dissatisfactions caused by the performance of unchallengin~, 
routine work under authoritarian supervision. Many articles !n 
popular journals denounce the absence of intangible job satis-
factions, while others declare that the workers want only their 
paychecks, and don't care about the duties. There is probably 
much that is right on both sides of the argument. There is no 
reason to believe that all blue collar workers are cast in the same 
mold. It may well be that some workers have accommodated to 
unchallenging work by developing off-the-job means of obtaining 
satisfactory lives, and don't expect more than a paycheck and 
fringe benefits from their jobs; others may be bored or dis-
satisfied. Perhaps the answer lies in the employee selection 
process, to choose employees who are comfortable in those 
occupations which, at least under present technology, must 
be structured in an authoritarian manner. 
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Positive Motivators - a Look at Current Thought 
The major breakthrough of the behavioralist movement in 
industry dates from the Hawthorne experiments in the late 
twenties. VVestem Electric's Hawthorne management, in the true 
spirit of Frederick Taylor, attempted to boost production through 
improving illumination. A test unit was established, and the 
workers subject to the experiment put in a separate room, with 
controlled lighting. When illumination was increased, production 
increased. Further increases in illumination produced further 
production gains, until one of the engineers decided to decrease 
illumination. Production continued to increase, even after illu-
mination was returned to pre-test levels. 
The psychologists called in to study the situation concluded 
that the real reason for increased production was the experi-
mental environment, which had attracted management's attention 
to these workers. Thus, for the first time, there was evidence to 
support the belief that psychological factors affected output on 
the job. 
This led to a number of studies, still going on, as to what 
affects human behavior on the job. A large number of studies 
sought workers' perceptions of job conditions which were thought 
to be important. A summary10 of 150 such studies ranked the 
factors affecting job satisfaction/dissatisfaction as follows: 
1. Job security 
2. Interest in the job itself 
3. Opportunity for advancement 
4. Appreciation from supervisors 
5. Company and management 
6. Qualities of the job itself 
7. Wages 
8. Supervision 
9. Social aspects of the job 
10. Working conditions 
11. Communications 
12. Hours 
13. Ease of work 
14. Benefits 
10Joan S. Guilford and David E. Gray, Motivation and Modern Man-
agement, Reading, Mass., Addison-\Vesley Publishing Co., 1970, ( Business 
Series), p.173. 
101 
This list is a composite and fl d"ff t types of workers. 
. . , re ects 1 eren 
In a sense, 1t 1s an average of Some studies have 
. many groups. 
zeroed m on particular group F le when men and 
. s. or examp , 
women were given ten job traits to rank, 11 the rankings differed 
as follows: 
Women want a job that: 
I. challenges ability 
2. provides a good salary 
3. has opportunities for 
advancement 
4. has a good boss 
5. has high responsibility 
6. gives participation in 
decisions 
7. has job security 
8. has importance 
9. has good physical 
working conditions 
10. has liberal fringe benefits 
Men want a job that: 
1. has opportunities for 
advancement 
2. challenges ability 
3. provides a good salary 
4. has job security 
5. has high responsibility 
6. has importance 
7. gives participation in 
decisions 
8. has a good boss 
9. has good physical 
working conditions 
10. has liberal fringe benefis 
As a group, professionals seek to design their own w~rk. e~vi-
ronment, use their own methods and exercise seH-d1sc1pline. 
They are turned off by the usual discipline found in productio~ 
units. Engineers and scientists, in a separate study, place their 
status as administrators and the technical atmosphere of the 
organization at the top.12 
The surprise in the foregoing is not in the differences reported 
for the special groups, but in the basic list itself. Two character-
istics of the list are contrary to much of the conventional wisdom: 
1. High interest in the job itself, as indicated by the rankings 
accorded "interest in the job itself" and "qualities of the 
job itself." 
2. High interest in such aspects of work environment as 
"opportunity for advancement," "appreciation from super-
visor," "supervision," "social aspects of the job," "working 
conditions," and "communications." 
11/bid, p.179. 
12/bid, pp.179-180. 
102 
Wages and benefits rank lower than might be expected. How-
ever, in such surveys, many employees react to their current 
situation; if a raise is overdue, they will rank this factor higher 
than if the question were asked immediately after a raise was 
given. 
Herzberg: This thought leads directly to some of the work of 
Frederick Herzberg, who first expressed the concept that a 
satisfied need is not a motivator. 13 Thus, to illustrate, if a worker 
had an income sufficient for his needs, pay increases would not 
motivate him to do more or better work. It is easy to extrapolate 
from this concept that an employee who already earns a sufficient 
income would rank pay much lower in the list of desired job 
traits than one who is striving to make ends meet. 
Maslow's Needs Hierarchy: What are these needs that peo-
ple have? Many authors have described worker needs, and have 
arranged them in logical categories. Maslow's needs hierarchyt4 
is perhaps the best known. He arranged man's needs, as a want-
ing animal, in a hierarchy illustrated thus: 
Self-realization Needs 
Esteem Needs 
Social Needs 
Safety Needs 
Physiological Needs 
The basic needs are those necessary to maintain life - oxygen, 
food, drink, rest, etc. If these are reasonably ( but not necessarily 
completely) met, man's safety needs then begin to dominate his 
behavior. These are the protection from physical danger, the 
need for economic security ( steady work is an example), and 
the desire for order. 
13Frcderick Herzberg, ,vork and the Nature of Man, New York, 
Crowell, 1966. 
14A. H. Maslow, Motivation and Personality, New York, Harper, 1954. 
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When these safety needs are reasonably met, man becomes 
more concerned with his desire to associate, to belong, to be 
accepted by others. These are classified as social needs. 
Next are the esteem needs - self-confidence, status, recogni-
tion, the feeling of importance. At the top of the hierarchy are 
the self-realization, or self-actualization needs. These are the 
needs for realizing his own potential, seH-ful.6.llment, self-develop-
ment - the need to be creative. 
In modern society, people with jobs can readily meet their 
physiological needs, and generally their safety needs - at least 
if they feel secure in their work. As a need which has been met 
is no longer a motivator, the supervisor must be concerned mostly 
with social and esteem needs. 
On the Job Satisfiers: Maslow was identifying human needs 
in general, and did not relate his findings to work situations. 
Strauss and Saylests classified motivating factors as on-the-job 
and off-the-job, a useful distinction for managers. On-the-job 
satisfiers included the following: 
1. Egoistic: 
Accomplishment ( having independent work, having a 
feeling for the whole job, use of skill, job progress) 
Autonomy ( ability to make own decisions) 
Knowledge 
2. Social: 
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(a) Croup needs: 
Friendship 
Identification 
Teamwork 
Helping others 
Being helped 
( b) Participation 
( c) Supervisory-related: 
Fair treatment 
Praise 
Acceptance 
Knowledge of where one stands with the boss 
Attention 
t:-,strau"s and Sayles, Personnel: The Human Problems . .. 
Off-the-job satisfiers include: 
1. Pay 
2. Advancement 
3. Security 
At first glance this categorization may appear artificial, but it 
bears up under closer scrutiny. Pay, for instance, while obviously 
arising from the job, can only be enjoyed off the job. Security is 
important in keeping paychecks coming in regularly. Even pro-
motions, while carrying certain status advantages on the job, 
result in more pay, to be enjoyed away from work. 
The Younger Worker: The foregoing summary of worker 
needs and motivators does not adequately distinguish among 
major population groups. Among the more important specific 
groups is the younger worker, who within a few years will dom-
inate the work force. This writer knows of no controlled studies 
to distinguish their job preferences from those of older workers. 
There is some reason to believe that particularly the better 
educated younger workers place greater emphasis on job-related 
satisfactions and less on those satisfactions which are enjoyed 
off the job. The term often used is "meaningful" work. They may 
also be more interested in jobs whose end products have what 
they perceive to be social value - controlling pollution, helping 
the poor and handicapped. On the other hand, this may be a 
function of the current labor market; job expansions are occurring 
in the public sector, which is more readily perceived as having 
social benefits, while jobs in the private sector are not expanding 
and therefore provide fewer opportunities for younger workers. 
As will be seen in the last pages of this paper, this writer leans 
toward the former view. 
Motivation on the Job 
The theory is interesting, but what can the administrator do 
with it? If he accepts the current developments in the behavioral 
sciences, he will be interested in structuring his organization to 
capitalize on its benefits. 
Job enrichment: Job enrichment, or job enlargement, is in-
tended to reduce job boredom; by increasing interest and chal-
lenge, management seeks increased output. Job enrichment has 
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been successful in a number of controlled stituations, both in 
offices and plants. 
Horizontal job enlargement occurs when jobs are re-structured 
to provide a wider variety of duties of the same general level. 
I nsteacl of assigning a production worker to one operation all 
day, he might be given clerical work to minimize the perceived 
boredom of constant typing. Vertical job enlargement assigns 
re~ponsibility for an entire work unit to one employee. This 
might include some of the work formerly done by his supervisor. 
Ford 16 tells of an AT&T job enrichment program in which cus-
to~er service personnel not only receive the complaints ( their 
entire previous job), but also investigate them, and write letters 
to customers over their own signarures. Fewer supervisors are 
needed. 
Job enrichment is sometimes equated with job speed-up when 
m~nagement does not do an adequate job of communicating 
~ith workers and their representatives. While increased produc-
tivity ordinarily is a management goal, it must also be accepted 
by the workers if enrichment is to succeed. 
. Participative Management: As used in this paper, partic-
ipative management is a generic term applied to various types of 
employee involvement in decision-making. For example, Douglas 
M.cGregor17 contrasts Theory X type of supervision (autocratic} 
with his Theory Y type of supervision ( democratic) and espouses 
the latter as more productive in the long run. He holds that 
worker interest in the work itself and in improving work methods 
i~ related to the type of supervision and the opportunity to par-
h ci pate in decision-making. Certainly this is consistent with 
Maslow's needs hierarchy; self-actualization can occur only when 
the worker has considerable latitude. It is also consistent with 
the findings reported above concerning the specific interests of 
professional workers. 
A num her of management actions can involve subordinates in 
the decision-making process. In some instances, workers can be 
told the desired results, and left to devise their own methods of 
lfiRohert N. Ford, Motivation Through the Work Itself, New York, 
American Management Association, 1969. 
M 
17 Douglas McCn•gor, The Human Side of Enterprise, New York, 
cCraw-1 Iill, 1960. 
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achieving the results. Staff meetings, task forces, and other com-
mittee-type structures can be used to get employee input into 
decision-making. McCormick Tea & Spice Co. for years has had 
a rotating junior board of directors as a feature of its multiple 
management program. ts 
Participative management does not mean manipulation. The 
manager who truly seeks the thinking of his subordinates needs 
to go into -a staff conference or other group with an open mind. 
This is frequently difficult; perhaps he has more information than 
his subordinates, and therefore could make a decision better or 
faster. If his goal is speed or quality of decision, he may be well 
advised not to go through the motions of participation. If, on 
the other hand, his primary goal is the acceptance of whatever 
decision is ultimately made, participative management is a sound 
technique. There is ample evidence that a group is more com-
mitted to its own solution than to one imposed from the top. 
The Work Environment: Involvement of employees in deci-
sions regarding the work environment is becoming more popular. 
"Flex-time," the right of employees to choose their own starting 
and quitting times around a group of required core hours, has 
been reported as improving absenteeism. A number of trials of 
the four-day week, ten hours a day, have increased productivity 
and decreased absenteeism, although some organizations have 
had opposite results and have abandoned the program. 
Motivation - A Summary 
The skill to work does not necessarily imply the will to work. 
One of management's major tasks is the development of the desire 
to produce. 
People differ in ways that are not fully known; what works 
in one situation may not work in another. But it is widely ac-
cepted that commitment requires involvement, and involvement 
requires interest. While there are still many jobs where manage-
ment merely buys worker's time, there are increasing numbers 
of jobs where commitment is important. This is especially a 
necessity where workers are located away from any supervisor; 
they must be self-starters. A policeman on a beat simply can't 
tSCharles P. McCormick, Multiple Management, New York, Harper, 
1938. 
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be watched by a supervisor; he must have a commitment to his 
task so that he does it even though no boss is in sight. 
People have different needs; but only an unmet need is a 
motivator. To the extent possible, management should identify 
the needs of its own employees, and then try to structure the 
work situation so that the needs are satisfied on the job. Rarely 
is productivity benefitted by providing workers with a recreation 
center or bowling league; these activities merely provide man-
agement-sponsored diversions from the job. When the work is 
congruent with employee needs, the result will be a high level 
of motivation. 
CONCLUSION: PERSONNEL MANAGEMENT IN 
THE FUTURE 
The foregoing is an all-too-brief summary of the essentials of 
present-day personnel administration, from the perspective of top 
management. It is not intended to cover all aspects of personnel 
administration, but rather to concentrate on those facets which 
require the greatest amount of attention of the chief executive 
and line department managers. 
Such important personnel functions as position classification, 
employee safety, and performance appraisal have been omitted. 
This is not to suggest that the chief executive will not, from time 
to time, involve himself in these functions. Employee safety, for 
example, is likely to take on greater importance as more states 
opt for coverage under the Federal Occupational Safety and 
Health Act (OSHA). Performance appraisal systems will have to 
be modified in agencies where the chief executive chooses to 
manage by objectives. MBO is becoming more popular in govern-
ment as it has already spread extensively in industry. The instal-
lation of such major changes requires personal involvement at 
the top. 
Nevertheless, for the most part, a competent personnel director 
can handle at least the details of these functions, if reasonable 
resources are available to him. This paper has emphasized those 
aspects of personnel administration in which personal commit-
ment of the chief executive is mandatory. 
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The Changing Personnel Environment 
A major role for the chief executive is to prevent stagnation in 
his agency - to avoid the bureaucratic tendency to rely on 
precedent, and to resist change. This has always been a manage-
ment concern; its importance today is greater than ever. 
Today, change is the only constant. The speed of change is 
ever-increasing. More important, change today is more funda-
mental than ever before. Peter Drucker speaks of the present as 
"the age of discontinuity" in business organization.19 In a discon-
tinuous agency, the past is no longer .the precedent for the 
future. Accommodation to the changing environment, then, will 
require more than simple adaptation devices; it will require 
major adjustments to the future. 
We are too close to the present to be able to analyze it. Anal-
ysis requires distance. But some trends are visible which deserve 
attention, as they are likely to impact management in general, 
and personnel administration in particular. The writer takes full 
responsibility for the look ahead which follows. 
In this writer's opinion, the best explanation for the increased 
speed of change in human relations is found in the work of 
Marshall McLuhan.20 McLuhan hypothesizes that the manner 
in which people receive information is more important than the 
content of the message they receive, in terms of impact on 
thought processes. In his words, "the medium is the message.'' 
He then analyzes the effects of learning from the printed word, 
and contrasts these effects with learning through electronic media 
- radio, television, telephone, computers - which have the 
characteristic of instantaneous communication. 
The act of reading requires isolation. The reader wants a quiet 
room, with minimum distraction or interruption. He also needs 
distance - the page must be held at a distance from the eyes. 
These traits - isolation and distance - develop analytic capacity. 
A person can be objective and analytical only when detached. 
These are the traits of the scientist. "The most potent gift be-
stowed on Western man by literacy and typography is his power 
to act without reaction or involvement. It is this kind of special-
1opeter Drucker, The Age of Discontinuity: Guidelines to Our Chang-
ing Society, New York, Harper & Row, 1969. 
20Marshall McLuhan, Understanding Media: The Extensions of Man, 
New York, McGraw-Hill, 1964. 
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ization by dissociation that has created Western power and 
efficiency.>121 
Instantaneous media, on the other hand, produce a sense of 
involvement, of immediacy, and therefore of participation. 
Through TV, for example, we become participants in worldwide 
events. In McLuhan's phrase, the world is now a "global village." 
When we learn from print, we must first wait for the event to 
end, then allow time for the story to be printed, before we can 
absorb it. With electronic media, our information is immediate. 
The delay of print produces detachment; the immediacy of elec-
tronic media produces involvement. Watching a ball game on 
television produces a reaction entirely different from reading the 
results of the game the following day in the newspaper. The first 
thing we read is the outcome of the game; the headline itself tells 
us who won. While watching it, however, we might be chewing 
our nails over the ability of the quarterback to scramble. 
A large proportion of the under-25 population has grown up 
under the influence of television. The typical American child 
spends more time watching TV before he enters a school than 
he will spend attending college classes. 
The effect of this association with instantaneous media has 
long been felt in the classroom. Johnny is slow to read simply 
because he sees no particular reason for learning; he has alter-
native media for receiving information. 
Now, the effects of media on the learning process are beginning 
to be felt in the world of work, as the TV children take their 
places in the labor market. This trickle will soon be a Hood. 
The personnel department is first to feel the change in the labor 
market, in its recruitment and selection activities. Some observers 
have already reported that the younger workers, particularly 
college-educated youth, are seeking more involving jobs. There 
appears to be less goal-direction; the concept of a single career, 
or the commitment to one employer, seems to be weakening. 
When assigned to work perceived as boring, the younger worker 
appears to be absent more; absenteeism rates in production in-
dustry are clearly on the rise. One younger worker was once 
quoted as saying "I work four days a week because I can't afford 
to work three days a week." 
21/bid. 
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Effects on Management 
Admittedly more research is needed in order to rule out the 
possible effects of other variables on these reported attitudes. 
If, however, they are the trend they appear to be, management 
will have to consider the following likely effects of the changing 
labor force which have grown under the influence of electronic 
media: 
1. Lessening of sensitivity to the written word will require 
changes in the means of administrative communication. 
Less dependence on written instructions, bulletins, and 
other written communication will be important. More 
attention to the use of graphics, greater use of oral com-
munications, such as conferences and face-to-face discus-
sions, and greater use of computers and closed-circuit TV 
are likely. 
2. Replacement of jobs with roles. Narrrow job definitions 
will likely give way to broader roles, at least for the 
better educated worker with fewer restrictions on the 
scope of authority. Job enlargement, already taking place, 
is one sign of a more involved culture; but the concept 
of a role goes much farther. At some levels in an orga-
nization, the line between work and non-work time may 
become obliterated. Eastern cultures have never been as 
conscious of time as in Western society; we may be 
adopting this Eastern view. Flex-time is a step in this 
direction, but still requires the worker to put in a spec-
ified total number of hours. At some levels, even this 
may not be required. People might even have mini-com-
puters, or phonovisions, in their own homes, and spend 
much of their working time there. It is almost a certainty 
that workers in the future will meld work and education. 
This is already noticeable with the increase in organiza-
tion development activity, continuing education, cooper-
ative education, and similar programs. The concept of 
division of one's life into youth, when one is educated, 
and adulthood, when one works, is being obliterated. 
There is not only a trend toward continuing education, 
but the beginnings of a movement to eliminate the con-
cept of compulsory education until 18 ( or reduce the 
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age limit) so that work and education can be joined at 
an earlier age. 
Any of these changes in the concept of a job will re-
quire considerable adaptation by management. The idea 
of being in one place from 9 to 5, followed by a period 
away from work, will impact management's present 
methods of communicating w ithin the management team. 
It will impact the concept of supervision of work forces; 
supervision will be more likely to come through perfor-
mance review rather than personnel observation. MBO 
is compatible with this thinking . 
3. Increased employee involvement is already visible. 
Further change is not a matter of whether, but of what 
form, and to what degree. vVe already accept participa-
tive management; we accept, albeit reluctantly at times, 
worker representa tion through unions. Many manage-
ments are accepting union involvement in policy areas. 
If this trend accelerates, managemen t will have to pay 
more a ttention to upward communication. The time in-
volved in dec ision-making will increase, just as it already 
has w hen the process of decision-making changed from 
unilateral to bila teral w ith union recognition. 
4. Lessening of the rigidity of the hierarchy is likely. Tof-
fler ,22 with his adhocratic organization, and Bennis,23 with 
his t emporar y society, b o th pay their respects to 
McLuhan. Both a re suggesting an increase in the task 
force as a decision-making structure, rather than de-
pendence upon hierarchical rank. Both identify the need 
for temporary organization strnctures, which can be dis-
mantled upon comple tion of a task rather than be re-
ta ined when their purposes have been fulfilled. 
Task forces frequently lessen the effects of the typical 
hierarchical structure by bringing together persons from 
various subdivisions of a bureaucracy. When this is done, 
persons of diffe ring hierarchical ranks become t emporar-
ily equal, us members of a task force. Rank thus becomes 
22Alvin Toffl e r, Future Shock, New York, n nndom House, 1970. 
23Warrcn C. Bennis a nd Philip E. Slater, 1'he T em/lOl'Ol'!f Society, 
New York, H arper & How, 1968. 
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less a function of their jobs, and becomes more a function 
of the person himseH. This may impact present-day think-
ing on salary administration, which is based on the job 
rather than the person. 
Currently, authority is based on rank within the orga-
nization; a person maintains his rank for all phases of the 
operation, even though his skill level may vary widely. 
In temporary organizations, his authority - the degree 
of acceptance of his ideas by others - may be more de-
pendent on the quality of his input, rather than on his 
rank. This does not mean, however, that bureaucratic 
rank structure will be abandoned. Someone must at a 
minimum make the decision to set up a temporary orga-
nization. But present-day thinking on the span of control 
may change, as persons playing roles will need less 
supervision, or at least very different supervision. 
5. A growing interest in the·total environment, already 
a concern of many workers, may affect profit-oriented 
organizations more than public agencies. In fact, public 
agencies may well benefit, in terms of recruitment, from 
this growing interest, as the very purpose of government 
is the common welfare. 
The growing interest in total concerns, in McLuhan>s 
concept, arises from the change in media. Print media>s 
impact on analysis produces a classification of informa-
tion which leads to an emphasis on differences rather 
than similarities. Science is based on this concept. Scien-
tists look for ways of differentiating one thing from 
another. This has produced the specialization referred to 
by McLuhan. A reduction in the effects of print as the me-
dium of learning is likely to cause persons to take broader 
views, to look at the total effects of actions or policies. This 
is a concept long accepted; it has often been said that 
specialists do not make good administrators. 
One benefit of this change is likely to be greater ac-
ceptance of the concept of equal employment opportu-
nity. If there is a proportionate reduction in the emphasis 
on differences, there will be less emphasis on differences 
113 
in skin color. It is even possible that the current move 
toward equal opportunity is in part the result of this 
lessening of emphasis on differences. 
Conclusions 
It was not the purpose of this paper to put value judgments 
on th e desirability of the p ossible trends being reported. Nor 
was it our purpose to imply tha t a ll of the possibilities men-
tioned will come true . Finally, it would be most unlikely that 
a ll p ersons would be equally affected by media changes. Print 
will be w ith us until the end of man, and will impact some people 
more than others in the indefinite future. 
Ra the r, the purpose of this discuss ion was simply to open the 
readers' minds to the prospect of change, and to provide some 
insights into McLuhan's concepts. While any reader is privileged 
to reject any of the foregoing description, h e should not delude 
himself into thinking that the world w ill stand still. Anyone who 
does not agree with the thinking of these last few pages should 
develop his own scenario of the future, rather than simply stand 
pat. 
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Unit3 
COMMENTARY ASSIGNMENT 
Select for your subject your own agency's policies in any one 
of the following aspects of personnel administration: 
Affirmative action - EEO 
Public employee union relations 
Management development 
Organization for personnel administration 
The aspect chosen must be applied to the management of 
agency personnel, not to a program in which the agency controls 
the personnel of a contractor or client. After you have selected 
one of the four areas a hove: 
1. Describe your agency briefly ( 1-2 pages): its mission, 
size, top-level organization. 
2. Summarize succinctly the personnel policies in the areas 
you have selected. See below for definition of policy, 
if necessary. 
3. Analyze and evaluate ( not merely describe) the policies 
you have summarized, in relation to the reading you have 
done for this unit. You need not confine yourseH to the 
required or suggested readings, but you can use any 
appropriate source. Footnoting of relevant reading is 
required. 
4. Propose changes in any of the policies discussed, justify-
ing your recommendations. If you are satisfied with pres-
ent policies, justify this position. 
If you are not affiliated with a public agency or other non-
profit organization to which these principles apply, make a study 
of some governmental organization in your area. 
Policy: A policy is a settled course of action designed to lead 
to the attainment of a specific objective or of specific objectives. 
A policy statement sets forth a commonly accepted understand-
ing of decision-making criteria or formulae, prepared or evolved 
to achieve economy in operations by making decisions relatively 
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. · t · d consequently 
routine on frequently occurring srrua ions an 
facilitating the delegation of decision-making to lower m;nag; 
ment levels. By providing decision-making criteria, a. po cy, 1 
followed, gives assurance that decisions will be consiste~t :ind 
in keeping with the objectives and interests of the ~rg~mzation. 
In short, a policy permits decisions to be made on similar pr~b-
lems without repetition of the closely reasoned and expe?~ive 
analysis required initially to state the policy or make the dec15ion. 
Required Readings 
Bader, Barry S. Federal Mandates for Affirmative Action: A Na-
tional Civil Service League Guidebook for Public Employ-
ers. rev. ed. Washington, D.C., National Civil Servce 
League, cl974. 48pp. 
Bennis, Warren G. and Slater, Philip E. The Temporary Society. 
New York, Harper & Row, cl968. 
Greiner, Larry E. "What Managers Think of Participative 
Leadership." Harvard Business Review, March-April, 1973. 
pp. 111-117. 
Lawler III, Edward E. "Worker Satisfaction, Job Design & Job 
Performance." Good Government, Summer, 1972, pp. 12-15. 
( National Civil Service League Journal.) 
Mansfield, W. Ed. An Affirmative Action Proposal. Chicago, Inter-
national Personnel Management Association, cl974. (Public 
Employment Practices Bulletin 6.) 
Public Sector Labor Relations: Recent Trends and Developments. 
Lexington, Ky., The Council of State Governments, 1975. 
This is a concise review of labor relations policy issues, and 
of recent developments. 
Stahl, 0. Glenn. The Personnel Job of Government Managers. 
Chicago, International Personnel Management Association, 
cl971. 185p. This is the "text" of this unit; it deals with per-
sonnel administration in relation to top management. 
U · S. Civil Service Commission. Bureau of Executive Manpower. 
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Considerations in the Identification of Managerial Potential. 
Washington, D.C., Government Printing Office, August, 1973, 
2lp. + appendix. 
U.S. Civil Service Commission. Bureau of Executive Manpower. 
Suggestions for Individual Development Planning. Washing-
ton, D .. C., Government Printing Office, October, 1973. These 
companion monographs outline some of the executive devel-
opment work now going on in the federal government, most 
of which is transferable to other public agencies. 
All required readings are subject to change. 
Suggested Readings 
The foregoing readings provide a management view of ( 1) 
personnel administration in general; and ( 2) special attention to 
the two major personnel problems facing public managers in the 
1970s, equal employment opportunity and public employee union-
ism. Suggested readings are supplied to round out the personnel 
picture for those interested. 
Ford, Robert N. Motivation Through the Work Itself. New York, 
American Management Association, 1969. 265p. This is a re-
view of actual experience in improving productivity through 
job enrichment. 
McGregor, Douglas. The Human Side of Enterprise. New York, 
McGraw-Hill, 1960. 
Municipal Manpower Commission. Governmental Manpower for 
Tomorrow>s Cities. New York, McGraw-Hill, 1962. 20lp. 
This is a plea for better personnel management in cities. 
Stahl, 0. Glenn. "Loyalty, Dissent and Organizational Health." 
The Bureaucrat, July, 1974. 
Wellington, Harry H., and Winter, Ralph K., Jr. The Unions and 
the Cities. Washington, D.C., Brookings Institution, 1972. 
226p. This research covers events of the late 1960's in the 
municipal sector, and gives good insights into the union 
relations problems faced by public managers. 
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CONSOLIDATED READINGS 
Unit 1 
Davis, Kenneth Culp. Discretionary Justice: A Preliminary In· 
quiry. Urbana, University of Illinois Press, 1973. 
Gellhorn, Ernest. Administrative Law and Process in a Nutshell. 
St. Paul, Minn. West Publishing Co., cl972. 
Unit 2 
Bach, G. L. Ma king Monetary and Fiscal Policy, Washington, 
D.C., The Brookings Institution, cl97I. ( Especially Chapters 
1,2,6,7.) 
Ecker-Racz, L. L. The Politics and Economics of State-Local 
Finance. Englewood Cliffs, N.J., Pretince-Hall, Inc., c1970. 
Groves, Harold M. and Bish, Robert L. Financing Government. 
7th ed. New York, Holt, Rinehart and Winston, Inc., cl973. 
U. S. President. Office of Management and Budget. The United 
States Budget in Brief - Fiscal Year 1976. Washington, D.C., 
Government Printing Office, 1976. 
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Unit 3 
Bader, Barry S. Federal Mandates for Affirmative Action: A Na-
tional Civil Service League Guidebook for Public Employers. 
rev. ed. Washington, D.C., National Civil Service League, 
cl974. 48p. 
Bennis, Warren G. and Slater, Philip E. The Temporary Society. 
New York, Harper & Row, c1968. 
Greiner, Larry E. "What Managers Think of Participative 
Leadership. Harvard Business Review, March-April, 1973. 
pp. 111-117. 
Lawler III, Edward E. "Worker Satisfaction Job Design & Job 
Performance." Good Government, Summer, 1972. pp.12-15. 
( National Civil Service League Journal.) 
Mansfield, W. Ed An Affirmative Action Proposal. Chicago, 
International Personnel Management Association, cl97 4. 
(Public Employment Practices Bulletin 6.) 
Public Sector Labor Relations: Recent Trends and Develop-
ments. Lexington, Ky.: The Council of State Government, 
cl 975. 51 p. This is a concise review of labor relations policy 
issues, and of recent developments. 
Stahl, 0. Glenn. The Personnel Job of Government Managers. 
Chicago: International Personnel Management Association, 
cl971. This is the "text" of this unit; it deals with personnel 
administration in relation to top management. 
U. S. Civil Service Commission. Bureau of Executive Manpower. 
Considerations in the Identification of Managerial Potential. 
Washington, D.C., Government Printing Office, August, 1973. 
U.S. Civil Service Commission. Bureau of Executive Manpower. 
Suggestions for Individual Development Planning. Washing-
ton, D.C., Government Printing Office, October, 1973. 22p. 
These companion monographs outline some of the executive 
development work now going on in the federal government, 
most of which is transferable to other public agencies. 
All required readings are subject to change. 
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